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BOOK ENTRY ONLY — The $27,820,000 Revenue Bonds, Series 2008E (the “Series 2008E Bonds”) will be issued by the Idaho Bond Bank
Authority (the “Authority”) of the State of Idaho (the “State”) in fully registered form under a book-entry only system, registered in the name
of Cede & Co., as owner and nominee for The Depository Trust Company (“DTC”). DTC will act as initial securities depository for the Series
2008E Bonds. Individual purchases of the Series 2008E Bonds will be made in book-entry form through DTC in denominations of $5,000 or any
integral multiples thereof. Bond Purchasers will not receive certificates representing their interest in the Series 2008E Bonds purchased.

ISSUERS AND PURPOSE — The Authority is the issuer of the Series 2008E Bonds through the Idaho Bond Bank Authority Act, Title 67, Chapter
87, Idaho Code, as amended (the “Act”) pursuant to a master trust agreement between the Authority and U.S. Bank National Association (the
“Trustee”), dated as of December 1, 2004 (the “Master Trust Agreement”), as supplemented (the Master Trust Agreement, together with all
supplements, is referred to herein as the “Trust Agreement”). Proceeds of the Series 2008E Bonds will be used by the Authority to make loans
(the “Loans”) to certain Idaho municipalities and political subdivisions (collectively, the “Participants”) in order to finance certain public
capital improvements, as more fully described herein. See “PURPOSE AND USE OF PROCEEDS” herein. The Authority and each Participant
will enter into a Loan Agreement dated as of the Date of Delivery to provide for the repayment of the Loans, as described herein.

THE SERIES 2008E BONDS AND THE LOANS — The Series 2008E Bonds are revenue bonds of the Authority. The Loans constitute
loans from the Authority to the Participants. Each Participant is required by its Loan Agreement, described herein, to issue and sell its
bond (the “Municipal Bond”) to the Authority as evidence of its Loan obligation and the payments due on the Municipal Bond will be equal to
the Repayment Installments, as described herein.

SECURITY — The Series 2008E Bonds are limited obligations of the Authority and the interest thereon, principal thereof and premiums, if any,
are payable solely from (i) all amounts payable to the Authority pursuant to the Loan Agreements, (ii) all investment earnings on amounts held by
the Trustee pursuant to the Trust Agreement, (iii) State Sales Tax Revenues, defined herein, and (iv) all other moneys received by the Authority
and designated by the Authority as available to make payments on the Series 2008E Bonds (collectively, the “Revenues”). All of the Series
2008E Bonds are equally secured by a pledge of and charge and lien upon the Revenues held in trust as security for the payment of the interest on
and principal of and redemption premiums, if any, on the Series 2008E Bonds as provided under the Trust Agreement. This pledge constitutes a
pledge of and charge and lien upon the Revenues on a parity with Funded Debt, if any, as defined herein, and all other moneys on deposit in the
funds and accounts established under the Trust Agreement (excluding amounts on deposit in the Rebate Fund) for the payment of the interest
on and principal of the Series 2008E Bonds. The pledge of and charge and lien upon State Sales Tax Revenues, however, is subordinate to State
tax anticipation notes issued pursuant to Section 63-3202, Idaho Code, as amended. The Series 2008E Bonds are not a debt of the State
or any of its political subdivisions, and neither the State nor any of its political subdivisions is liable thereon, nor in any event
shall the Series 2008E Bonds be payable out of any funds or properties other than those of the Authority as provided under the
Trust Agreement and the Act. The Series 2008E Bonds do not constitute indebtedness within the meaning of any constitutional
or statutory limitation or restriction. The Loans, however, funded by the Series 2008E bonds do constitute indebtedness of
those participants within the meaning of constitutional and statutory limitations and restrictions. Revenues for the Series 2008E
Bonds include moneys intercepted by the Authority from monies due to the Participants from the State pursuant to Sections 63-3638 and 67-
8727, Idaho Code (the “State Intercept”), to the extent such funds are lawfully available in accordance with Idaho Code 67-8725(2)(b).

PRINCIPAL AND INTEREST PAYMENTS — The principal of and premium, if any, and interest on the Series 2008E Bonds will be payable by
the Trustee, solely from any amounts available in the funds and accounts established under the Loan Agreement and the Trust Agreements, to
DTC which, in turn, will remit such principal and interest to the DTC Participants, defined herein, for subsequent disbursement to the beneficial
owners of the Series 2008E Bonds. Interest on the Series 2008E Bonds will be payable on March 15, 2009 and semiannually thereafter on
March 15 and September 15 of each year until maturity or redemption.

MATURITY SCHEDULE — SEE INSIDE COVER

REDEMPTION — The Series 2008E Bonds are subject to redemption as further described herein.

TAX MATTERS — In the opinion of Orrick Herrington & Sutcliffe LLP, Tax Counsel to the Authority (“Tax Counsel”), based upon an analysis
of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and
compliance with certain covenants, interest on the Series 2008E Bonds is excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986, and is exempt from State of Idaho personal income taxes. In the further opinion of Tax
Counsel, interest on the Series 2008E Bonds is not a specific preference item for purposes of the federal individual or corporate alternative
minimum taxes, although Tax Counsel observes that such interest is included in adjusted current earnings when calculating corporate
alternative minimum taxable income. Tax Counsel expresses no opinion regarding any other tax consequences related to the ownership or
disposition of, or the accrual or receipt of interest on, the Series 2008E Bonds. See “LEGAL AND TAX MATTERS.”

DELIVERY — Hutchinson, Shockey, Erley & Co., Chicago, IL., purchased the Series 2008E Bonds in a competitive sale on November 6, 2008. The
Series 2008E Bonds are offered for sale to the successful bidder subject to receiving the final approving legal opinion of Skinner Fawcett as Bond
Counsel to the Authority and Orrick Herrington & Sutcliffe LLP, Bond, Tax Counsel, and certain other conditions. Certain legal matters with
respect to the Loan Agreements will be passed on for certain Participants by Hawley Troxell Ennis & Hawley LLP, and by Moore Smith Buxton
& Turcke, Chartered, Boise, Idaho, as bond counsel to the Participants. It is expected that the Series 2008E Bonds will be available for delivery
to the Trustee for Fast Automated Securities Transfer on behalf of DTC on or about November 25, 2008 (the “Date of Delivery”).

This cover page contains certain information for quick reference only. It is not a summary of the issue. Investors must read the entire Official Statement to obtain
information essential to the making of an informed investment decision.



Idaho Bond Bank Authority
Revenue Bonds, Series 2008

DATED: Date of Delivery DUE: September 15, as shown below

MATURITY SCHEDULE —
$27,820,000 Revenue Bonds, Series 2008E

Due Principal  Interest  Price/ CUSIP t
Sept. 15 Amount Rate Yield 451152

2009 $ 910,000 5.50% 1.75% JQ6
2010 700,000 3.50 2.40 JR4
2011 725,000 3.50 2.70 Js2
2012 750,000 3.75 3.00 JTO
2013 780,000 3.75 3.25 Ju7
2014 805,000 4.00 3.45 JV5
2015 845,000 4.00 3.65 JW3
2016 875,000 4.25 3.85 JX1
2017 960,000 5.00 4.05 JY9
2018 980,000 5.00 4.30 JZ6
2019 1,010,000 4.50 4.45* KA9
2020 1,115,000 5.25 4.60* KB7
2021 1,120,000 5.00 4.70* KC5
2022 1,170,000 5.00 4.80* KD3
2023 1,225,000 5.00 4.85* KE1
2024 1,290,000 5.00 4.90* KF8
2025 1,355,000 5.00 4.92% KG6
2026 1,425,000 5.00 4.95* KH4

$9,780,000 4.75% Term Bond due September 15, 2028 @ 100 CUSIP 1451152K]J0

* Priced to the first call date of September 15, 2018 at par.

TCopyright 2008, American Bankers Association. The CUSIP numbers are provided by Standard and Poor's CUSIP Service
Bureau, a division of The McGraw-Hill Companies, Inc. These numbers are not intended to create a database and do not
serve in any way as a substitute for the CUSIP Service. CUSIP numbers are provided for convenience of reference only.
CUSIP numbers are subject to change. Neither the Authority nor the Underwriter takes any responsibility for the accuracy
of such CUSIP Numbers.
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Idaho Bond Bank Authority

Office of the State Treasurer
304 N. 8th Street, 2nd Floor, Room 208

Boise, Idaho 83702
(208) 332-2997
IBBA@sto.Idaho.gov

Board Members
Ron Crane Chairman
Bart Davis Member
Jim Clark Member
Ken Harward Member

Administrators
Liza Carberry Executive Director
Denise Shields Secretary

Participants

Madison Library District Joint School District No. 331
Madison County, State of Idaho Minidoka, Cassia, Jerome and

Lincoln Counties, State of Idaho
Madison School District No. 321
Madison County, State of Idaho

Bond Counsel to the Authority and Tax Counsel
Disclosure Counsel Orrick Herrington & Sutcliffe LLP
Skinner Fawcett San Francisco, California
Boise, Idaho (415) 773-5700
(208) 345-2663
Trustee Financial Advisor
U.S. Bank National Association Western Financial Group, LLC
Salt Lake City, Utah Lake Oswego, Oregon
(801) 534-6083 (503) 636-0265

This Official Statement does not constitute an offer to sell the Series 2008E Bonds in any jurisdiction in which or to a person to whom it is unlawful to
make such an offer. No dealer, salesperson or other person has been authorized by the Authority, the Participants, or Western Financial Group, LLC (the
“Financial Advisor”) to give any information or to make any representations, other than those contained herein, in connection with the offering of the
Series 2008E Bonds and, if given or made, such information or representations must not be relied upon. The information and expressions of opinion
herein are subject to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder will, under any
circumstances, create an implication that there has been no change in the affairs of the Participants or the Authority since the date hereof. This Official
Statement is not to be construed as a contract with the Bond Purchasers of the Series 2008E Bonds.

The CUSIP numbers are included in the Maturity Schedule on this inside cover page for convenience of the holders and potential holders of the Series
2008E Bonds. No assurance can be given that the CUSIP numbers for the Series 2008E Bonds will remain the same after the date of issuance and
delivery of the Series 2008E Bonds.

Certain statements contained in this Official Statement do not reflect historical facts, but are forecasts and “forward-looking statements.” No assurance
can be given that the future results discussed herein will be achieved, and actual results may differ materially from the forecasts described herein. In this
respect, words such as “projected,” “anticipate,” “expect,” “intend,” “believe” and similar expressions are intended to identify forward-looking
statements. All projections, assumptions and other forward-looking statements are expressly qualified in their entirety by the cautionary statements set

forth in this Official Statement.

No website mentioned in this Official Statement is intended to be part of this Official Statement, and investors should not rely upon any other
information presented on any such website in determining whether to purchase the Series 2008E Bonds. Inactive textual references to any website are
not hyperlinks and do not incorporate such website by reference.

IN CONNECTION WITH THIS OFFERING, THE BOND PURCHASER MAY OVER ALLOT OR EFFECT TRANSACTIONS THAT
STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SERIES 2008E BONDS AT LEVELS ABOVE THOSE WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.
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OFFICIAL STATEMENT

Idaho Bond Bank Authority
$27,820,000 Revenue Bonds, Series 2008E

Definitions

Unless the context otherwise requires, the terms used in this Official Statement shall have the meanings
specified in Appendix A, attached hereto.

The Idaho Bond Bank Authority

The Idaho Bond Bank Authority, an independent public body corporate and politic created by the Idaho State
Legislature in 2001, is an instrumentality of the State of Idaho (the “State”) within the State Treasurer’s Office.
An authorizing amendment to the Idaho Constitution was adopted in 2000, enabling legislation that was
passed in the 2001 Legislative Session. Title 67, Chapter 87, of the Idaho Code (the “Act”) authorizes and
empowers the Authority to issue bonds for the purpose of purchasing municipal bonds, including loans
undertaken by municipalities for any purpose authorized by law.

The Authority is administered by a board consisting of the Idaho State Treasurer or his designee, one member
of the Senate, one member of the House of Representatives, and two members appointed by the governor (the
“Board”). Current Board members and their terms are as follows:

Idaho Bond Bank Board Members

Ron Crane, Chair State Treasurer Indefinite -

Bart Davis State Senator Two years 11/30/08M

Jim Clark State Representative Two years 11/30/08@

Ken Harward Executive Director, Four years 07/01/08)
Association of Idaho Cities

Vacant Four years 07/01/08®)

(1) The president pro tempore of the Senate is required by Section 67-8703(2)(b) of the Idaho Code to appoint a member of
the senate to the Board for a two-year term.

(2) The Speaker of the House of Representatives is required by Section 67-8703(2)(c) of the Idaho Code to appoint a
member of the House of Representatives to the Board for a two year term.

(3) The Governor is required by Section 67-8703(2)(d) of the Idaho Code to appoint two residents of the State who are
qualified voters to a four-year term.



Ms. Liza Carberry is the appointed Executive Director of the Authority and is also the Investment Manager for
the Idaho State Treasurer’s Office. In her capacity as Investment Manager, she oversees the management of the
State’s investments, the Local Government Investment Pool, Idaho Prime Rate Loan Program, State of Idaho
Debt Issuance, Bidldaho (an on-line electronic bid program for Certificates of Deposit), and the Idaho School
Bond Guaranty Program. Ms. Carberry also serves as the Chairman of the Board for Idaho’s 529 College
Savings Program (IDeal).

The Authority has previously issued nine series of pooled revenue bonds prior to October 28, 2008. The
following table provides information on the Outstanding Bonds and the Series 2008E Bonds:

Outstanding Idaho Bond Bank Authority Revenue Bonds

(As of October 29, 2008)
Pooled
Financing Date of Date of Amount Amount
Bonds Issue Maturity Issued Outstanding
Series 2004A 12/1/2004 9/1/2022 $ 11,070,000 $ 8,090,000
Series 2006A 5/1/2006 9/15/2035 17,415,000 16,080,000
Series 2006B 11/30/2006 9/15/2036 9,780,000 8,980,000
Series 2007A 11/1/2007 9/15/2027 11,700,000 11,355,000
Series 2007B 11/1/2007 9/15/2017 145,000 135,000
Series 2008A 4/1/2008 9/15/2037 14,625,000 14,370,000
Series 2008B 5/15/2008 9/15/2029 7,095,000 7,095,000
Series 2008C 11/12/2008 9/15/2038 23,360,000 23,360,000
Series 2008D 11/12/2008 9/15/2023 320,000 320,000
Series 2008E ) 11/25/2008 9/15/2028 27,820,000 27,820,000
Total Pooled $123,330,000 $117,605,000
(1) This issue.
Source: Idaho Bond Bank Authority, October 29, 2008.
Introduction

The Idaho Bond Bank Authority (the “Authority”) is furnishing this Official Statement to provide information
in connection with the issuance of $27,820,000 aggregate principal amount of Idaho Bond Bank Authority
Revenue Bonds, Series 2008E pursuant to a master trust agreement dated as of December 1, 2004 (the “Master
Trust Agreement”) between the Authority and U.S. Bank National Association as trustee (the “Trustee”). The
Master Trust Agreement has been supplemented seven times and an eighth supplemental trust agreement
between the Authority and the Trustee is expected to be dated as of November1, 2008 (the “Eighth
Supplemental Trust Agreement” and, collectively with the Master Trust Agreement and previous
supplements to the Master Trust Agreement, the “Trust Agreement”).

This Official Statement, which includes the cover page, inside cover and appendices, provides information
concerning each of the Idaho municipalities shown on the inside cover page of this Official Statement (the
“Participants”), the Loans and the Series 2008E Bonds.



Authority for Issuance of the Series 2008E Bonds

The Series 2008E Bonds are being issued by the Authority pursuant to the Act. The Act authorizes the
Authority to issue bonds, the proceeds of which are used to purchase municipal bonds, including loans
undertaken by municipalities for any purpose authorized by law. The proceeds of the Series 2008E Bonds are
to be applied by the Authority to acquire loans (collectively, the “Loans”) made by the Authority pursuant to
the Act to each of the Participants. Prior to the Date of Delivery, each Participant is required to have issued
and sold a note or bond (the “Municipal Bond”) to the Authority as evidenced by such Participant’s Loan
obligation.

Principal Amounts, Date, Interest Rates and Maturities

The Series 2008E Bonds will be issued in the combined aggregate principal amount of $27,820,000, will be
dated and bear interest from their Date of Delivery, and will mature on the dates and in the principal amounts
set forth on the inside cover page of this Official Statement. Interest will be computed on the basis of a 360-day
year comprised of twelve 30-day months.

Interest on the Series 2008E Bonds will be payable on March 15, 2009 and semiannually thereafter on

September 15 and March 15 of each year until maturity or redemption (each March 15 and September 15 is
referred to herein as the “Interest Payment Date”).

[THE REST OF THIS PAGE INTENTIONALLY LEFT BLANK]



Idaho Bond Bank Authority

Revenue Bonds
Estimated Debt Service Schedule

Outstanding Series 2008E Total
Fiscal Revenue Bond Revenue Bonds Aggregate
Year Debt Service Principal Interest Debt Service
2009 $ 5,818,846 - $ 398,834 $6,217,680
2010 7,247,882 $ 910,000 1,280,250 9,438,132
2011 7,006,577 700,000 1,242,975 8,949,552
2012 7,480,733 725,000 1,218,038 9,423,771
2013 7,490,345 750,000 1,191,288 9,431,633
2014 7,500,298 780,000 1,162,600 9,442,898
2015 7,183,514 805,000 1,131,875 9,120,389
2016 7,018,403 845,000 1,098,875 8,962,278
2017 6,570,003 875,000 1,063,381 8,508,384
2018 6,573,820 960,000 1,020,788 8,554,607
2019 6,238,170 980,000 972,288 8,190,458
2020 5,825,316 1,010,000 925,063 7,760,378
2021 5,803,170 1,115,000 873,069 7,791,239
2022 5,748,069 1,120,000 815,800 7,683,869
2023 5,680,421 1,170,000 758,550 7,608,971
2024 5,660,336 1,225,000 698,675 7,584,011
2025 5,627,242 1,290,000 635,800 7,553,042
2026 5,607,947 1,355,000 569,675 7,532,622
2027 5,480,181 1,425,000 500,175 7,405,356
2028 4,809,269 4,775,000 351,144 9,935,413
2029 3,613,878 5,005,000 118,869 8,737,747
2030 3,066,891 3,066,891
2031 2,345,413 2,345,413
2032 2,337,816 2,337,816
2033 2,337,003 2,337,003
2034 2,331,875 2,331,875
2035 2,332,184 2,332,184
2036 2,332,538 2,332,538
2037 1,980,775 1,980,775
2038 1,722,463 1,722,463
2039 1,524,909 1,524,909
Total $152,296,297 $27,820,000  $18,028,009 $198,144,294

NOTE: Columns may not foot due to rounding.



Sources and Uses of Funds

The proceeds of the Series 2008E Bonds are to be applied by or on behalf of the Authority to loan to the
Participants in the amount identified in each of the Participants” Loan Agreements. The proceeds of the Series
2008E Bonds are expected to be applied as follows:

Sources and Uses of Funds

Sources of Funds Amount
Principal Amount $27,820,000.00
Original Issue Premium 421,008.00

Total Sources of Funds $28,241,008.00

Uses of Funds
Available for Projects

Madison Library District $ 3,895,689.45
Madison School District No. 321 19,354,638.75
Joint School District No. 331 4,371,262.20
Underwriter’s Discount 366,667.60
Costs of Issuance 252,750.00
Total Uses of Funds $28,241,008.00

The Trustee

The Authority has appointed U.S. Bank National Association, a national banking association organized under
the laws of the United States, to serve as Trustee for the Series 2008E Bonds. The Trustee is to carry out those
duties assignable to and accepted by it under the Trust Agreement. Except for the contents of this section and
the description of the Trustee’s responsibilities under the Trust Agreement, the Trustee has not reviewed or
participated in the preparation of this Official Statement and does not assume any responsibility for the nature,
completeness, contents or accuracy of the Official Statement.

Furthermore, the Trustee has no oversight responsibility, and is not accountable, for the use or application by
the Authority of any of the Series 2008E Bonds authenticated or delivered pursuant to the Trust Agreement or
for the use or application of the proceeds of such Series 2008E Bonds by the Authority. The Trustee has not
evaluated the risks, benefits, or propriety of any investment in the Series 2008E Bonds and makes no
representation, and has reached no conclusions, regarding the value or condition of any assets pledged or
assigned as security for the Series 2008E Bonds, the technical or financial feasibility of the Projects, or the
investment quality of the Series 2008E Bonds, about all of which the Trustee expresses no opinion and
expressly disclaims the expertise to evaluate.

Additional information about the Trustee and its services may be found at U.S. Bank’s website at
http:/ /www.usbank.com/corporatetrust. The U.S. Bank website is not incorporated into this Official
Statement by such reference and is not a part hereof.

Book-Entry Registration

The Series 2008E Bonds are issuable in fully registered form and, when issued, will be registered in the name
of Cede & Co. as Owner and as nominee for The Depository Trust Company (“DTC”), New York, New York.
DTC will act as securities depository for the Series 2008E Bonds. Individual purchases and sales of the Series
2008E Bonds may be made in book-entry form only in minimum denominations of $5,000 within a single
maturity and integral multiples thereof. Purchasers (“Beneficial Owners”) will not receive certificates
representing their interest in the Series 2008E Bonds.

The ownership of one fully registered certificate for each maturity of the Series 2008E Bonds, as set forth on the
inside cover page of this Official Statement, each in the aggregate principal amount of the Series 2008E Bonds
of such maturity, will be registered in the name of Cede & Co., as nominee for DTC.
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The principal of and premium, if any, and interest on the Series 2008E Bonds will be payable by the Trustee to
DTC, which, in turn, will be obligated to remit such principal, premium and interest to its participants for
subsequent disbursement to the Beneficial Owners of the Series 2008E Bonds, as further described in
Appendix C attached hereto.

Notwithstanding any other provision to the contrary, so long as all Series 2008E Bonds Outstanding are
registered in the name of any nominee of DTC, all payments with respect to the principal of and premium, if
any, and interest on each such Series 2008E Bond and all notices with respect to each such Series 2008E Bond
shall be made and given, respectively, to DTC as provided in or pursuant to the Representation Letter.

Procedure in the Event of Discontinuation of Book-Entry Transfer System

In the event that the Authority determines that the Series 2008E Bonds should not be maintained in book-entry
form, the Trustee shall, upon the written instruction of the Authority, notify DTC, whereupon DTC shall notify
the Participants of the availability through DTC of bond certificates. In such event, the Series 2008E Bonds will
be transferable upon receipt by the Trustee from the registered owner thereof of the Series 2008E Bonds to be
transferred or exchanged and appropriate instruments of transfer to the permitted transferee. If at any time
DTC shall no longer be registered or in good standing under the Securities Exchange Act or other applicable
statute or regulation and a successor securities depository is not appointed by the Authority within 90 days
after the Authority receives notice or becomes aware of such condition, as the case may be, then the Authority
shall execute and the Trustee shall authenticate and deliver certificates representing the Series 2008E Bonds. If
the Series 2008E Bonds cease to be in book-entry only form, the Trustee is required to mail by first class mail,
postage prepaid, each interest payment on the Interest Payment Date (or the next Business Day if the Interest
Payment Date is not a Business Day) to the name and address of the Owners as they appear on the Series
2008E Bond register as of the Record Date; provided, however, that interest on any Series of Bonds shall be paid
by wire transfer or other means to provide immediately available funds to any Bond Owner of at least $1,000,000
in aggregate principal amount of such Series of Bonds, at its option, according to wire instructions given to the
Trustee in writing for such purpose and on file prior to the applicable Record Date preceding the Interest
Payment Date. Principal of each Series 2008E Bond shall be paid only on or after the stated maturity date
thereof or date fixed for earlier prepayment thereof, and then only upon presentation and surrender of such
Series 2008E Bond to the Trustee at its principal corporate trust operations office in St. Paul, Minnesota.

Any Series 2008E Bond may, in accordance with its terms, be transferred by the person in whose name it is
registered in the books required to be kept by the Trustee upon surrender of such Series 2008E Bond for
cancellation accompanied by delivery of a duly executed written instrument of transfer in a form acceptable to
the Trustee. Whenever any Series 2008E Bond shall be surrendered for transfer, the Authority shall execute
and the Trustee shall authenticate and deliver to the transferee a new Series 2008E Bond and maturity for a like
aggregate principal amount of in $5,000 denominations or integral multiples thereof. The Trustee shall require
the payment by the Series 2008E Bond Owner requesting such transfer of any tax or other governmental
charge required to be paid with respect to such transfer as a condition precedent to the exercise of such
privilege.

Description of the Series 2008E Bonds

Authority for Issuance and Use of Proceeds of the Series 2008E Bonds

Authorizing resolutions or ordinances were approved by the governing body of each of the Participants (the
“Resolutions”). The Resolutions authorize each of the Series Participants to execute a loan agreement with the
Authority dated as of the Date of Delivery (each, a “Loan Agreement” and collectively, the “Loan
Agreements”). The Loan Agreements for each of the Series Participants are payable from property taxes, as
hereinafter described, and other lawfully available revenues.

The proceeds of the Series 2008E Bonds are to be applied by the Authority to acquire Loans of the Series
Participants. The Loan Agreements for (i) the Madison Library District, Madison County, State of Idaho;
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(“Madison Library”) and the Municipal Bond for its library projects, (ii) the Madison School District No. 321,
Madison County, State of Idaho; (“Madison School”) and the Municipal Bond for its school projects and
(iii) the Joint School District No. 331, Minidoka, Cassia, Jerome and Lincoln Counties, State of Idaho;
(“Minidoka School”) and the Municipal Bond for school projects, are each payable from property taxes or
other legally available funds as such Series 2008E Participant’s governing body specifically designates for such
purpose.

Interest and principal payments due on a Series 2008E Participant’s Municipal Bond will equal the interest
components and principal components of such Series 2008E Participant’s Loan Agreement (“Repayment
Installments”).

Security and Sources of Payment of the Series 2008E Bonds

The Series 2008E Bonds are limited obligations of the Authority and the Repayment Installments are payable
solely from (i) all amounts payable to the Authority pursuant to the Loan Agreements, which include property
taxes, or moneys intercepted by the Authority from monies due to the Series Participants from the State
pursuant to Sections 63-3638 and 67-8727, Idaho Code (the “State Intercept”) to the extent such funds are
lawfully available in accordance with Idaho Code 67-8725(2)(b), (ii) all investment earnings on amounts held
by the Trustee pursuant to the Trust Agreement, (iii) State Sales Tax Revenues, defined herein, and (iv) all
other moneys received by the Authority and designated by the Authority as Revenues. All of the Series 2008E
Bonds are equally secured by a pledge of and charge and lien upon the Revenues, and in trust as security for
the payment of the interest on and principal of and redemption premiums, if any, on the Series 2008E Bonds as
provided under the Trust Agreement. This pledge constitutes a pledge of and charge and lien upon the
Revenues on a parity with Funded Debt of the Authority, if any, as defined herein, and all other moneys on
deposit in the funds and accounts established under the Trust Agreement (excluding amounts on deposit in
the Rebate Fund) for the payment of the interest on and principal of the Series 2008E Bonds. The pledge of and
charge and lien upon State Sales Tax Revenues, however, is subordinate to certain State Sales tax anticipation
notes issued pursuant to Section 63-3202, Idaho Code, as amended. See “SECURITY FOR THE SERIES 2008E
Bonds - State Sales Tax Account” herein.

Sales Tax Intercept. The Loan Agreements for the Participants require interception of revenues collected by the
State and distributed to Participants. Such intercepted revenues are pledged as additional security for the
Series 2008E Bonds. See “STATE SALES TAX ACCOUNT” and “STATE INTERCEPT PAYMENTS” herein.

The Series 2008E Bonds are not a debt of the State or any of its political subdivisions, and neither the State nor
any of its political subdivisions is liable thereon, nor in any event shall the Series 2008E Bonds be payable out
of any funds or properties other than those of the Authority as provided under the Trust Agreement and the
Act. The Series 2008E Bonds do not constitute indebtedness within the meaning of any constitutional or
statutory limitation or restriction. The Loans, however, funded by the Series 2008E Bonds do constitute
indebtedness of those Participants within the meaning of constitutional and statutory limitations or
restrictions.

Loan Agreements for the Series 2008E Bonds

A more detailed summary of certain terms of the Loan Agreement is set forth in Appendix E hereto. A brief
summary is set forth below:

Bond Fund. Each Participant is required under the terms of its Loan Agreement to levy on all taxable property
in the Participant’s boundaries, in addition to all other taxes, a direct annual ad valorem tax in an amount
sufficient to meet the payment of the Repayment Installments as the same mature and other amounts due
under the Loan Agreement so long as any Repayment Installments remain unpaid. Upon collection, said taxes
are required to be placed in a special fund created under the Participant’s ordinance or resolution (the “Bond
Fund”) and held by the Participant and shall be used for no other purpose than for the payment of the
Repayment Installments as the same become due, so long as any of the Repayment Installments remain
outstanding and unpaid.



Repayment Installments falling due at any time when the proceeds of such tax levy may not be available are
required under the Loan Agreement to be paid from other funds of the Participant and are reimbursable from
the proceeds of said taxes upon collection.

In addition, each Participant agrees as follows:

Full Faith and Credit Pledge. The full faith and credit and the proceeds of the special taxes levied upon all
taxable property in each Participant’s Municipality are pledged for the prompt payment of the Repayment
Installments and other amounts due.

Levy of Taxes. Each Participant shall levy on all taxable property in the Municipality, in addition to all other
taxes, a direct annual ad valorem tax in an amount sufficient to meet the payment of the Repayment
Installments, each year until Repayment Installments and other amounts due hereunder shall be fully paid.

Repayment Installments falling due at any time when the proceeds of said tax levy may not be available shall
be paid from other funds of the Participants and shall be reimbursed from the proceeds of said taxes when said
taxes shall have been collected.

State Intercept. The Participants understand that the State Intercept and repayment procedures contained in
and required by Section 67-8727, Idaho Code, as amended, will provide funds to pay the Series 2008E Bonds
(not the Loan obligations).

Repayment Installments. The Participants covenant and agree to pay to the Trustee the Repayment Installments
and any other amounts then due on the Loans to the Participants at least fifteen (15) days prior to the
Repayment Installment Dates.

NO PARTICIPANT IS REQUIRED TO PAY ANY PORTION OF ANOTHER PARTICIPANT’S
REPAYMENT INSTALLMENTS, RESERVE REQUIREMENT OR OTHER OBLIGATION UNDER THE
LOAN AGREEMENT.

Redemption Provisions of the Series 2008E Bonds

Optional Redemption. The Series 2008E Bonds maturing on or prior to September 15, 2018, are not subject to
optional redemption. The Series 2008E Bonds maturing on and after September 15, 2019, are subject to
optional redemption prior to maturity at the written direction of the Authority, from any moneys deposited by
the Authority, as a whole or in part on any date on or after September 15, 2018, and among such maturities as
are designated by the Authority to the Trustee, at the price of par, plus accrued interest, if any, to the date of
redemption.

As provided in the Loan Agreements, Participants may prepay their Repayment Installments. The principal
component of the Repayment Installments to be prepaid by a Participant is required to correspond in amount
and maturity date to the Series 2008E Bonds related to such Participant’s Loan Agreement. Under no
circumstances may Participants prepay their Repayment Installments prior to the optional redemption dates
associated with the Series 2008E Bonds, as described in such Participant’s Loan Agreement.

Mandatory Redemption.  The Series 2008E Term Bond stated to mature on September 15, 2028 is subject to
mandatory sinking fund redemption at par in the principal amounts and on the dates shown in the following
schedule:

Year

(September 15) Amount
2027 $4,775,000
2028* 5,005,000

* Final maturity



Notice of Redemption. Notice of redemption shall be mailed by first-class mail by the Trustee, not less than 30
nor more than 60 days prior to the redemption date to (i) the respective Owners of the Series 2008E Bonds
designated for redemption at their addresses appearing on the registration books of the Trustee, (ii) the
Securities Depositories and (iii) one or more Information Services. Each notice of redemption shall state that
on said date there will become due and payable on each of said Series 2008E Bonds the redemption price
thereof, together with interest accrued thereon to the redemption date, and that from and after such
redemption date interest thereon shall cease to accrue, and shall require that such Series 2008E Bonds be then
surrendered at the address of the Trustee specified in the redemption notice. Failure to receive such notice or
any defect in such notice shall not invalidate any of the proceedings taken in connection with such redemption.

Continuing Disclosure

Securities and Exchange Commission Rule 15¢2-12 (the “Rule”) requires at least annual disclosure of current
financial information and timely disclosure of certain events with respect to the Series 2008E Bonds and the
Loans, if material. Pursuant to the Rule, the Authority and the Participants have agreed to provide, or cause to
be provided, to each nationally recognized municipal securities information repository or DisclosureUSA, and
to the appropriate state information depository, if any, audited financial information of the Participants and
certain financial information or operating data. In addition, the Authority and the Participants have agreed to
provide, or cause to be provided, to (i) the NRMSIRs or DisclosureUSA, or (ii) the Municipal Securities
Rulemaking Board and to the state information repository, if any, notice of certain events, pursuant to the
requirements of Section (b)(5)(i) of the Rule.

The form of the Continuing Disclosure Agreement between the Authority and the Trustee as dissemination
agent is included in Appendix D, attached hereto.

On September 14, 2005 and February 25, 2008, the Trustee acting in its role as dissemination for the Authority,
filed a “Failure to File” notice with the NRMSIRs. Prior to the Fiscal Year that ended June 30, 2007, the
Authority’s financial statement was incorporated as part of the State’s audit. The Authority’s audited financial
report for Fiscal Year 2007 was filed with the NRMSIRs as an attachment to the Authority’s Official Statement
for its Series 2008B Bonds.

The form of the continuing disclosure agreement for the Participants is included in the Loan Agreement. A
summary of the Loan Agreements is attached to this Official Statement as Appendix E. To date, none of the
Participants has failed to comply with this reporting requirement under the Rule.

A failure by the Authority or a Participant to comply with a continuing disclosure undertaking as set forth in
their continuing disclosure agreements will not constitute an event of default under the Trust Agreement or a
Loan Agreement and owners of the Series 2008E Bonds are limited to the remedies described in the related
undertakings referenced above. A failure by the Authority or a Participant to comply with a continuing
disclosure undertaking must be reported in accordance with the Rule and must be considered by any broker,
dealer or municipal securities dealer before recommending the purchase or sale of the Series 2008E Bonds in
the secondary market. Consequently, such a failure may adversely affect the transferability and liquidity of
the Series 2008E Bonds and their market price.

Security for the Series 2008E Bonds

General

The Series 2008E Bonds are limited obligations of the Authority and the interest thereon, principal thereof and

premiums, if any, are payable solely from the amounts shown below (collectively, the “Revenues”):

(i)  all amounts payable to the Authority pursuant to the Loan Agreements, which include, property taxes
and/or the State Intercept,

(if)  all investment earnings on amounts held by the Trustee pursuant to the Trust Agreement,
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(iif) ~State Sales Tax Revenues, and

(iv) all other moneys received by the Authority and designated by the Authority as Revenues.

The pledge in Section 67-8716(4), Idaho Code, provides that the State will not alter or limit the pledge of State
Sales Tax Revenues from the sales tax account of the State (the “Sales Tax Account”) until the Series 2008E
Bonds are paid in full. All of the Series 2008E Bonds are equally secured by a pledge of and charge and lien
upon the Revenues, and in trust as security for the payment of the interest on and principal of and redemption
premiums, if any, on the Series 2008E Bonds as provided under the Trust Agreement. This pledge shall
constitute a pledge of and charge and lien upon the Revenues on parity with all indebtedness of the Authority
secured by any pledge, lien, security interest, encumbrance or charge of any kind on or in all or any part of the
Revenues which is equal and ratable to the lien of the Trust Agreement on or in such Revenues (“Funded
Debt”), if any, and all other moneys on deposit in the funds and accounts established under the Trust
Agreement (excluding amounts on deposit in the Rebate Fund) for the payment of the interest on and principal
of the Series 2008E Bonds. The pledge of and charge and lien upon State Sales Tax Revenues, however, is
subordinate to State tax anticipation notes issued pursuant to Section 63-3202, Idaho Code. See “APPENDIX E
-- SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT AND THE FORM OF LOAN
AGREEMENT” attached hereto.

The Series 2008E Bonds are not a debt of the State or any of its political subdivisions, and neither the State
nor any of its political subdivisions is liable thereon, nor in any event shall the Series 2008E Bonds be payable
out of any funds or properties other than those of the Authority as provided under the Trust Agreement and
the Act. The Series 2008E Bonds do not constitute indebtedness within the meaning of any constitutional or
statutory limitation or restriction. The Loans, however, funded by the Series 2008E Bonds do constitute
indebtedness of the Participants within the meaning of constitutional and statutory limitations or
restrictions.

Pursuant to Section 67-8724 of the Act, the State has pledged not to impair Bondholder rights under Section
67-8724 of the Act. The State also pledges and agrees with the owners of the Bonds, pursuant to Section 67-
8724 of the Idaho Code, that the state will not limit or alter the rights vested in the Authority by the act to
fulfill the terms of any agreements made with such owners, or in any way impair the security, rights or
remedies of the owners of the Bonds until the Bonds, together with interest thereon, are fully paid and
discharged. The State pledges to and agrees with the owners of the Bonds that the State will not alter, impair
or limit the rights vested by the sales tax account pledge provided in Sections 67-8716 and 63-3638, Idaho
code, with respect to the Bonds until the Bonds, together with applicable interest, are fully paid and
discharged. The Authority is authorized to include this pledge and agreement in any indenture, Trust
Agreement or other agreement with the holders of such Bonds. This pledge has been included in the Trust
Agreement.

Additional Bonds

Additional Bonds may be issued by the Authority under and pursuant to the Trust Agreement and subject to
the conditions set forth therein. See “APPENDIX E -- SUMMARY OF CERTAIN PROVISIONS OF THE
TRUST AGREEMENT AND THE FORM OF LOAN AGREEMENT -- Additional Bonds.”

Funded Debt

Funded Debt, which is debt of the Authority secured by a pledge, lien, security interest, encumbrance or
charge of any kind on or in all or any part of the Revenues, which is equal and ratable to the lien of the Trust
Agreement on or in such Revenues, may be issued by the Authority under and pursuant to the Trust
Agreement and subject to the conditions set forth therein. See “APPENDIX E -- SUMMARY OF CERTAIN
PROVISIONS THE TRUST AGREEMENT AND THE FORM OF LOAN AGREEMENT.”

Flow of Funds

All money in each of the accounts held in trust by the Trustee are required by the Trust Agreement to be
applied, used and withdrawn only for the purposes outlined below.
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At least 15 days before each Interest Payment Date, the Trustee shall set aside from the Revenue Fund and
deposit in the Interest Account that amount of money sufficient to pay the amount of interest becoming due
and payable on all Outstanding Bonds on the next succeeding Interest Payment Date. No deposit need be
made in the Interest Account if the amount contained therein and available to pay interest on the Series 2008E
Bonds is at least equal to the aggregate amount of interest becoming due and payable on all Outstanding
Bonds on such Interest Payment Date.

At least 15 days before each September 15, commencing September 15, 2009, the Trustee shall set aside from
the Revenue Fund and deposit in the Principal Account an amount of money equal to the principal amount of
all Outstanding Bonds maturing on such September 15. No deposit need be made in the Principal Account if
the amount contained therein and available to pay principal of the Series 2008E Bonds is at least equal to the
aggregate amount of the principal of all Outstanding Bonds maturing on such September 15.

The Trustee shall withdraw from the Revenue Fund and deposit in the Subordinated Indebtedness Fund the
amount, if any, required to be deposited therein pursuant to each Subordinated Indebtedness Trust Agreement
to pay the principal, redemption price, and purchase price of, and interest on, Subordinated Indebtedness, if
any, which will accrue to the end of such month, and any amounts required to replenish any reserve fund with
respect to such Subordinated Indebtedness, in such amounts as shall be specified in a written request signed
by an Authorized Representative. Currently, there is no Subordinated Indebtedness of the Authority.

On June 30 of each year, after making the required deposits into the Interest Account, Principal Account and
Subordinated Indebtedness Fund, the Trustee may withdraw from the Revenue Fund and transfer to the
Authority for deposit in the Surplus Fund the balance, if any, of moneys remaining in the Revenue Fund.

If on any date the amount in the Revenue Fund shall be less than the requirement of such Revenue Fund, and
there shall not be on deposit in the Surplus Fund available moneys sufficient to cure any such deficiency, then
the Trustee shall withdraw from the Subordinated Indebtedness Fund, if any, and deposit in the Revenue
Fund the amount necessary (or all the moneys in the Subordinated Indebtedness Fund, if less than the amount
required) to make up any such deficiency.

If on any date the amount in the Revenue Fund shall be less than the requirement of such Revenue Fund or the
amount in the Subordinated Indebtedness Fund shall be less than the requirement of such Subordinated
Indebtedness Fund, then the Authority shall transfer to the Trustee from the Surplus Fund; first to the Revenue
Fund, second to the Subordinated Indebtedness Fund, and third to the Rebate Fund, as the case may be, the
amount necessary (or all the moneys in the Surplus Fund if less than the amount necessary) to make up any
such deficiency.

State Sales Tax Account

Pledge. Monies transferred from the State Sales Tax Account to the Trustee are part of the Trust Estate pledged
to the repayment of principal and interest on the Series 2008E Bonds. The State Sales Tax Account is
comprised of retail sales taxes and taxes on rentals of tangible personal property, admission fees and fees for
recreation or hotel/motel rooms of up through 30 days. Use tax applies if sales tax was not paid at the point of
purchase. Exceptions include utilities, motor fuels, prescription drugs, tangible personal property used in
manufacturing, farming, processing, mining and fabricating.

In the event (i) a Participant fails to deposit sufficient funds with the Trustee to make full payment of principal
of and interest on the Series 2008E Bonds by the 10th day prior to the Payment Date of the Series 2008E Bonds,
the Trustee is required to notify the Authority and the State Treasurer, the Trustee is required to notify the
Authority and State Treasurer, who shall intercept payments under the State Intercept, and if the State
Intercept is insufficient to transfer the full payment of principal and interest on the Series 2008E Bonds, the
State Treasurer is required, pursuant to Section 67-8727(1)(e)(ii)(A), to give notice to the Tax Commission,
certifying the amount of the deficiency, at least 5 days prior to the Payment Date of the Series 2008E Bonds.
After receipt of the certified notice from the State Treasurer, the Tax Commission shall, pursuant to the Act:
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(i) immediately fix the amount necessary and in the amount of the deficiency stated in the notice; and (ii) cause
moneys to be transferred from the State Sales Tax Account and deposited in the Series 2008E Bond Bank
Authority Fund; provided however, that the transfer of moneys from the State Sales Tax Account, under the
provisions of Section 67-8716 of the Act, shall not impede or otherwise limit the payment of sales tax moneys
pledged for the payment on tax anticipation notes issued by the State pursuant to Section 63-3202, Idaho Code.
See “STATE SALES TAX ACCOUNT - Senior Liens on State Sales Taxes” below.

Moneys transferred from the State Sales Tax Account to the Bond Bank Authority Fund shall be transferred by
the Authority to the Trustee and deposited in the Revenue Fund for the Series 2008E Bonds until there are
sufficient amounts on deposit to pay principal of and interest on the Series 2008E Bonds on the Payment Date
and then to the State for reimbursement of any moneys transferred from the State Sales Tax Account pursuant
to Section 67-8716, Idaho Code, to pay debt service on the Series 2008E Bonds on the Payment Date, together
with any interest or penalties established pursuant to Section 67-8725, Idaho Code.

As of the date of Delivery of the Series 2008E Bonds, the Authority has nine series of revenue bonds
outstanding that are on parity with the Series 2008E Bonds with respect to the pledge of the State Sales Tax
Revenue: the Series 2004A Bonds, the Series 2006A Bonds, the Series 2006B Bonds, the Series 2007A Bonds, the
Series 2007B Bonds, the Series 2008A Bonds, the Series 2008B Bonds, the Series 2008C Bonds, and the Series
2008D Bonds (together with the Series 2008E Bonds, the “Outstanding Bonds”).

Appendix F attached hereto summarizes the Outstanding Bonds and the Series 2008E Bonds, including the
original amount of each Loan, the balance outstanding on each, the percentage of each of the total principal
amounts of all of the Loans relating to the Loan Agreements, the final maturity date of each, the payment for
Fiscal Year 2009 of each, the percentage of each of total payment for the Outstanding Bonds for Fiscal Year
2009 and Pledged Revenues related to each Loan Agreement.

Senior Liens on State Sales Tax Revenues. The Idaho School Bond Guaranty is secured by a pledge of State Sales
Tax Revenues pursuant to Chapter 53, Title 33, Idaho Code. Bonds secured by the Idaho School Bond
Guaranty as of July 1, 2001, would have a lien on State Sales Tax Revenues superior to that of the Series 2008E
Bonds. However, there were no bonds issued that were secured by the Idaho School Bond Guaranty as of July
1, 2001. Therefore, bonds secured by the Idaho School Bond Guaranty do not have a superior lien on State
Sales Tax Revenues.

From time to time, the State issues tax anticipation notes for cash flow purposes. Pursuant to Chapter 32, Title
63 of the Idaho Code, the State may borrow monies in anticipation of general tax revenues (i.e., income and
revenue from taxes, whether specific, ad valorem, excise, income, sales, franchise or license), in a principal sum
not to exceed 75 percent of the income or revenue from such taxes that the State reasonably anticipates to be
collected during the fiscal year. General tax revenues to be collected during Fiscal Year 2009 are expected to be
not less than $2,853,950,000 which provides a limit of $2,141,962,500 on such borrowings for Fiscal Year 2009.
The State’s tax anticipation notes represent 21 percent of the Fiscal Year 2009 projected general tax revenues,
which is less than the 75 percent limit allowed by the Code. Outstanding State tax anticipation notes have a
superior lien on State Sales Tax Revenues.

Listed below are the amounts borrowed and retirement dates of tax anticipation notes in the current and prior
eight fiscal years.
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State Tax and Revenue Anticipation Notes

Fiscal Year Principal Interest Rate Maturity Date
2009 $600,000,000 3.00% June 30, 2009
2008 400,000,000 4.50% June 30, 2008
2007 100,000,000 4.50% June 29, 2007
2006 260,000,000 4.00% June 30, 2007
2005 230,000,000 3.00% June 30, 2005
2004 375,000,000 2.00% June 30, 2004
2003 350,000,000 3.00% June 30, 2003
2002 250,000,000 3.75% June 28, 2002
2001 200,000,000 5.38% June 29, 2001

Source: Idaho State Treasurer’s Office, September 8, 2008.

Rates and Receipts. Sales tax rates since inception of the tax have been as follows:

Historical State Sales Tax Rates

Dates

October 1, 2006 - present
July 1, 2005 -- September 30, 2006 5.00%

May 1, 2003 -- June 30, 2005
April 1, 1986 -- April 30, 2003 5.00%

Rate
6.00%

6.00%

July 1, 1984 -- March 31 1986 4.00%
June 1, 1983 -- June 30, 1984 4.50%
March 1, 1983 -- May 31, 1983 4.00%
July 1, 1965 -- February 28, 1983 3.00%

)
(&)
&)

(1) In a special session of the Idaho State Legislature in August 2006, the School Maintenance and Operation Levy (the
“M&O Levy”) that supported public school districts was replaced with a one percent increase to the State’s sales tax,
effective October 1, 2006, raising the sales tax rate to 6 percent from 5 percent.

(2) The 2003 Economic Recovery and Stabilization Act increased the sales tax from 5 percent to 6 percent for the period
May 1, 2003 through June 30, 2005. The sales tax returned to 5 percent on July 1, 2005.

Source: Idaho State Treasurer’s Office.

State of Idaho

Taxable Sales and Use Taxable Sales

($000)

Calendar Calendar
Year Amount % Growth Year Amount % Growth
2008M $13,825,622 - 2001 $14,211,532 -4.70%
2007 22,755,610 5.50% 2000 14,912,310 213
2006 21,569,588 6.91 1999 14,601,265 12.57
2005 20,174,828 13.36 1998 12,970,353 4.31
2004 17,796,781 6.85 1997 12,434,851 1.21
2003 16,655,483 2.85 1996 12,285,739 5.69
2002 19,193,606 8.59 1995 11,624,000 -

(1) Amounts collected through August 2008. The forecasted decline reflects a slowdown in the State’s economic
activity and general economic conditions.

(2) Due to a system conversion at the end of Fiscal Year 2001, some taxable sales and use taxable sales from Fiscal Year

2001 were reported in Fiscal Year 2002.

Source: Idaho State Tax Commission Annual Reports.
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The Idaho State Tax Commission (the “Tax Commission”) collects and audits State sales tax receipts. State
sales taxes are received by the State on the 20t day of each month unless the amount is less than $500, in which
case it is received quarterly.

Total sales taxes received by the Tax Commission in the current and prior six fiscal years are shown in the
following table:

Historical State Sales Tax Receipts

Fiscal Year Percent Change
Ended June 30 Sales Tax Receipts from Prior Year
2009M $1,222,902,000 -8.7%
2008 1,339,278,004 3.6
2007 1,292,854,661 20.7
2006 1,071,204,918 -4.8
2005 1,125,316,962 8.9
2004 1,032,987,504 23.1
2003 839,180,862 -

(1) Projection provided by the Division of Financial Management. Amount is likely to vary and such variance may be
significant.

Source: Idaho State Tax Commission Annual Reports.

State Intercept Payments

The State collects certain revenues that are disbursed to local governments, including the Participants. Such
revenues collected by the State and distributed to the Participants are subject, under the terms of the Act and
the Loan Agreements for such Participants, to the State Intercept and repayment procedures contained in
Section 67-8727, Idaho Code, as amended by Senate Bill No. 1485 (“SB 1485”) of the Fifty-ninth Legislature of
the State of Idaho. SB 1485 became effective July 1, 2008.

State-administered and collected revenues that are disbursed to local governments include State sales taxes
(the “State Shared Sales Tax”), liquor taxes, cigarette taxes (disbursed to counties) and fuel taxes, among
others. Although taxes on fuel are subject to the State Intercept, such tax receipts are restricted by the Idaho
Constitution for use on roads and highway projects and may not be used for payment of principal of and
interest on the Series 2008E Bonds. The State Shared Sales Tax distributed to the Participants represents the
majority of interceptable funds that could be applied to make a payment on the Series 2008E Bonds.

State-Collected Taxes Subject to Intercept

(Fiscal Year 2008)
Participant Intercept able Revenues
Madison Library District $ 39737
Madison School District 21,119,144
Minidoka School District 20,398,144

Sources: Madison Library District, Madison School District and Minidoka School District.

The Tax Commission collects State sales tax and conducts audits on such taxes. In addition, the Tax
Commission collects hotel/motel room sales tax, corporate net income tax, electricity tax, estate tax, Illegal
Drug Stamp Act tax, mine license tax, and personal income tax. Pursuant to the Act, the Series 2004A Bonds,
Series 2007A Bonds, Series 2008B and Series 2008C Bonds provide for an intercept of State Shared Sales
Tax under certain circumstances. The intercept applies to a portion of the Series 2006 A Bonds, a portion of
the Series 2006B Bonds and a portion of the Series 2008A Bonds. The intercept does not apply to the Series
2007B Bonds. All Bonds issued after July 1, 2008 are subject to the intercept even though certain
municipalities currently do not receive State payments.
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Pursuant to Idaho Code 63-3638 (9), State Shared Sales Tax revenue is distributed through a revenue sharing
account held by the State Treasury to cities, counties and special districts (the “State Shared Revenues”).
Distributions to cities and counties are made at the end of each quarter, which is each September 30,
December 30, March 31, and June 30.

School District Funding Sources

The School District Participants receive significant appropriations from the State. However, unlike the State
sales tax and other taxes that are distributed directly based upon a revenue sharing formula, funds made
available to School Districts originate as a lump sum appropriation to the “Public School Income Fund” held
by the State Department of Education which in turn distributes the funds to school districts in accordance with
a school funding formula. These funds are subject to intercept under Section 67-8727(1)(e) of the Act which
provides for the intercept of “any other source of operating moneys provided by the state to the municipality”.

The State operates under an annual budget system that coincides with the State’s fiscal year which begins on
July 1 and ends on the following June 30. All State agencies submit their budget requests to the Division of
Financial Management (“DFM”) in the Governor’s office. DFM requires department budget requests to be
submitted not later than a date, normally September 1 of each year, fixed by DEM. In conjunction with the
Governor, DFM then prepares the proposed budget for the ensuing fiscal year, and the Governor submits this
budget recommendation to the Legislature within five days after the commencement of the annual legislative
session in early January. The Governor’s budget recommendation is based on revenue projections developed
by DFM, and the total budget recommendation to the Legislature must result in a balanced budget in
accordance with the revenue projections.

A joint committee composed of the Senate Finance Committee and the House Appropriations Committee
(“JEAC”) initiates legislative action on the Governor’s budget recommendation. JFAC hears presentations of,
or reviews without hearings, budget requests of all State agencies. The JFAC recommends to the entire
legislative body a State budget based on the revenue projections of a legislative committee and the joint
committee’s view of the needs of State agencies. Appropriation bills for each agency are then submitted to the
House and Senate for legislative action, and upon passage are sent to the Governor for signature. The
Governor has “line-item” veto power.

The Legislature usually adjourns before April 1 having adopted a budget and appropriations for the upcoming
fiscal year beginning on July 1, as well as revising the current year’s budget. The appropriations as enacted by
the Legislature constitute the limit for each agency as to expenditures, subject to the ability of the Legislature in
case of emergency to appropriate additional amounts.

If in the course of a fiscal year prior to the commencement of the legislative session, the Governor determines
that the expenditures authorized by the Legislature for the current fiscal year exceed anticipated revenues
expected to be available to meet those expenditures, the Governor by executive order may reduce (“holdback”)
the spending authority on file in the office of the State Controller for any department, agency or institution of
the State.
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The 2008 Legislature appropriated $1,695,948,200 to the Public School Income Fund for Fiscal Year 2009. Of
this amount, $215,000,000 is derived from federal funds and such funds are not available for general school
operations, $62,405,700 is derived from dedicated funds, and $1,418,542,500 is derived from appropriated
funds. Historic State appropriations to the Public School Income Fund follow:

Historical State Appropriations

(Fiscal Years)

2009 2008 2007 2007 2006
General Account $1,418,542,500 $1,367,363,800 $1,291,587,000 $ 965,941,300 $ 912,110,000
Property Tax Replacement - - - 75,000,000 75,000,000
Dedicated Funds:
Lottery Receipts 18,450,000 20,322,600 17,222,900 17,222,900 13,450,000
Endowment Fund Receipts 29,692,900 26,995,000 24,648,200 24,648,200 23,087,100
Misc. Receipts Balances 7,262,800 8,017,000 3,995,700 3,995,700 3,995,700
Cigarette and Lottery
Income Taxes 7,000,000 7,000,000 5,500,000 5,500,000 4,700,000
Federal Funds 215,000,000 215,000,000 175,000,000 175,000,000 165,000,000
Total State Appropriation $1,695,948,200 $1,644,698,400 $1,517,953,800 $1,267,308,100 $1,197,342,800

(1) Fiscal Year 2007 is shown twice to reflect the appropriation of additional State funds at the time that the
Legislature, acting in Special Session in August 2006, adopted a property tax relief measure that eliminated the
school districts” ability to levy a local property tax for maintenance and operations.

Source: Source: Idaho Bond Bank Authority

Beginning July 1, 2003, an Education Stabilization Fund was established and is outlined in section 33-907 of
Idaho Code. Idaho Code sections 33-1018, 33-1018A and 33-1018B establish the uses of the stabilization fund.
The stabilization fund acts as a reserve fund from which funds can be drawn to make up revenue shortfalls
and into which funds are deposited in times of surplus. At the end of Fiscal Year 2008, the amount on deposit

in this fund was approximately $117,000,000.

On September 26, 2008, Governor Otter announced a 1% budget holdback for Fiscal Year 2009, including a
$14,182,900 holdback of the appropriation to the Public School Income Fund. However, the Governor also
announced that he was recommending withdrawing an equal amount from the stabilization fund in order to
not reduce appropriations to public schools for Fiscal Year 2009.
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Distributions from the Public School Income Fund are made under the following schedule:

Public School Fund Income Distribution

Payment Date Payment Amount
August 15 30%
October 1 30%
November 15 20%
February 15 10%
May 15 10%
Final payment adjustment for the Fiscal
July 15 Year ending the previous June 30.

State Funding of the Madison School District. The Madison School District received $21,119,144 from the State
for its general fund operations in Fiscal Year 2008 and is budgeted to receive $ 21,715,446 in Fiscal Year 2009.

State Funding of the Minidoka School District. The Minidoka School District received $20,398,144 from the
State for its general fund operations in Fiscal Year 2008 and is budgeted to receive $21,080,000 in Fiscal Year
2009.

Sales tax rates and distribution of State Shared Sales Tax receipts are determined by statute. In 2003, the Idaho
Legislative Session took two actions related to sales taxes. First, it increased the sales tax rate for the two-year
period from May 1, 2003, through June 30, 2005. Second, it reduced the amount available for distribution to
the State Shared Revenue account through July 31, 2005. Similarly, in a special session in August 2006, the
Idaho State Legislature increased the sales tax rate from 5 percent to 6 percent, effective October 1, 2006, and
eliminated the M&O Levy on property taxes that supported public school districts.

Sales Tax Rates and Allocation to State Shared Revenue Account

Allocation Percentage to
State Shared Revenue
Sales Tax Rate Account
2002 5% 13.75%
2003 5-6(1) 13.75
2004 6 115
2005 6 115
2006 5-62) 13.750)
2007 6 115

(1) Changed to 6 percent on May 1, 2003.

(2) In a special session of the Idaho State Legislature in August 2006, the M&O Levy that supported public school districts
was replaced with a one percent increase to the State’s sales tax, effective October 1, 2006, raising the sales tax rate to
6 percent from 5 percent.

(3) Distribution based on the State’s 5 percent sales tax rate.

Source: Idaho Tax Commission Annual Reports.

The Fifty-ninth Legislature approved House Bill No. 599 (“HB 599”), which became fully effective on July 1,
2008. HB 599 amended portions of Chapter 63 of the Idaho Code, the Revenue and Taxation Act. According to
the Statement of Purpose that accompanied HB 599, the purpose of HB 599 is to phase out the personal
property tax that applies to business machinery, tools, furnishings, equipment and some fixtures over five
years. Elements of the legislation included an immediate and retroactive to January 1, 2008 exemption of all
new personal property purchased since that date. The remaining personal property on the books prior to that
date was assessed for 2008. This process established the actual gross dollar amount that is to be repaid by the
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State to local government throughout the phase out and into perpetuity. The five-year phase out starting in
2009 or Fiscal Year 2010 will be in 20 percent increments until all of the personal property tax paid by business
is eliminated and the State is fully reimbursing local governments. Each year the receipts to the State general
fund revenue will need to exceed the receipts to the general fund during the previous fiscal year by more than
4 percent for each increment to be phased in. The legislation also eliminates a current ongoing shift of tax
liability from personal property to real property and gives assurances to State budget writers using the trigger
mechanism that is the same as the one used for the budget stabilization account.

Eleven and one-half percent of all revenues collected under the Revenue and Taxation Act is continuously
appropriated for distribution to the revenue sharing account in the State Treasury. The State Shared Revenues
are to be distributed as follows:

(i) 28.2 percent to cities according to city population (50 percent) and assessed market value (50 percent).

(ii) 28.2 percent to counties. Of this amount, $1,320,000 is to be distributed equally among each of the
counties and the balance is to distributed based on county population.

(iii) 35.9 percent to various counties for distribution to those cities and counties in Idaho that received
payments under Section 63-3638(e) in the fourth quarter of calendar year 1999. Because of a “hold
harmless” provision in the county distribution, cities receive a base, which is equal to the amount
received in the fourth quarter of calendar year 1999. If sales tax collections fall below the 1999 level,
payments to cities and counties are reduced proportionately. If sales tax receipts exceed this level,
cities can receive revenues up to 5 percent above their base. Any excess in sales tax receipts over
105 percent of the base level is distributed half to cities and half to counties, and apportioned
according to city population.

(iv) 7.7 percent to the various counties for distribution to special purpose districts.

Recourse to State Intercept and State Sales Tax Account; Repayment Procedures; Intercept Payments. Participants are
required to (i) transfer funds to the Trustee at least 15 days before the Repayment Installment Date; and
(if) acknowledge that the State Intercept and repayment procedures contained in Section 67-8727, Idaho Code,
operate by law for all Participants, are set forth below:

If a Participant fails to deposit sufficient funds with the Trustee to make full payment of principal of and
interest on the Series 2008E Bonds by the tenth day prior to the Payment Date of the Series 2008E Bonds, the
Trustee is required to notify the Authority and State Treasurer who shall intercept payments under the State
Intercept, and if the State Intercept is insufficient for such Participants whose Loan Agreement requires the
State Intercept for the State Treasurer to transfer the full payment of principal and interest on the Series 2008E
Bonds, the State Treasurer is required, pursuant to Section 67-8727(1)(e)(ii)(A), to give notice to the Tax
Commission, certifying the amount of the deficiency, at least 5 days prior to the Payment Date of the Series
2008E Bonds. After receipt of the certified notice from the State Treasurer, the Tax Commission shall, pursuant
to the Act: (i) immediately fix the amount necessary and in the amount of the deficiency stated in the notice;
and (ii) cause moneys to be transferred from the State Sales Tax Account and deposited in the Series 2008E
Bond Bank Authority Fund; provided however, that the transfer of moneys from the State Sales Tax Account,
under the provisions of Section 67-8716 of the Act, shall not impede or otherwise affect the payment of sales
tax moneys pledged for the payment on other bonds outstanding as of July 1, 2001, if any, or tax anticipation
notes issued by the State pursuant to Section 63-3202, Idaho Code.

If the State has made all or part of a Repayment Installment from moneys transferred from the State Sales Tax
Account pursuant to Section 67-8716, Idaho Code, on behalf of the Participant, the Participant shall:
(a) reimburse all moneys drawn by the State Treasurer on its behalf; (b) pay interest to the State on all moneys
paid by the State from the date the moneys are drawn to the date they are repaid at a rate not less than the
average prime rate for national money center banks plus 5 percent; and (c) pay all penalties required by the
Act.
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Additional Obligations of Participants

The Participants may at any time issue general obligation bonds, provided the amount of all outstanding
general obligation bonds and the additional general obligation bonds are within any limitations on
outstanding indebtedness prescribed by the Idaho Code.

Additional Bonds

Additional Bonds may be issued by the Authority under and pursuant to the Trust Agreement and subject to
the conditions set forth therein. See “APPENDIX E -- SUMMARY OF CERTAIN PROVISIONS OF THE
TRUST AGREEMENT AND THE FORM OF LOAN AGREEMENT -- Additional Bonds.”

Funded Debt

Funded Debt, which is debt of the Authority secured by a pledge, lien, security interest, encumbrance or
charge of any kind on or in all or any part of the Revenues, which is equal and ratable to the lien of the Trust
Agreement on or in such Revenues, may be issued by the Authority under and pursuant to the Trust
Agreement and subject to the conditions set forth therein. See “APPENDIX E -- SUMMARY OF CERTAIN
PROVISIONS OF THE TRUST AGREEMENT AND THE FORM OF LOAN AGREEMENT.”

The Participants and the 2008E Projects

Set forth below is certain information concerning the Participants, the Projects and a summary of the pledged
revenues contained in the Loan Agreement.

The Participants and the Projects

Maximum
Annual
2008E Loan Loan Debt 2008E Project Pledged Revenue in
Participant Amount Term Service Description Loan Agreement
Madison Library | $ 3,920,000 | 20 years $ 309,013 | To renovate and expand | Property taxes
District the library in Rexburg,
Idaho.
Madison School 19,500,000 | 20 years 4,588,050 | To construct and equip a | Property taxes
District new high school, to
renovate the existing
high school and other
renovation projects, all
in Rexburg, Idaho.
Minidoka School 4,400,000 | 20 years 345,700 | To complete Property taxes
District construction of two new
elementary schools,
Acequia in Rupert,
Idaho and Heyburn in
Heyburn, Idaho.

The Municipal Bonds for the Series 2008E Bonds were duly authorized. The authorizing resolution or
ordinance was approved by the governing body of the respective Participant (the “Authorizing Action”). The
Authorizing Action authorizes the Participant to execute its Loan Agreement with the Authority and to issue
its Municipal Bond evidencing such Loan Agreement to the Authority dated as of the Date of Delivery.

The Loan Agreement for each of the Participants is payable from property taxes. Interest and principal

payments due on each Municipal Bond will equal the Repayment Installments of the respective Loan
Agreement.
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The Repayment Installments are payable solely from (i) all amounts payable to the Authority pursuant to the
Loan Agreement, (ii)all investment earnings on amounts held by the Trustee pursuant to the Trust
Agreement, and (iii) all other moneys received by the Authority and designated by the Authority as available
to make payments on the Bonds. The State Intercept will provide funds to pay the Series 2008E Bonds in the
event Repayment Installments are insufficient.

Rating

As noted on the cover page of this Official Statement, Moody’s Investors Service has assigned a rating of
“Aa2” to the Series 2008E Bonds. The rating reflects only the views of the rating agency and an explanation of
the significance of the rating may be obtained from the rating agency. There is no assurance that the rating
will be retained for any given period of time or that the rating will not be revised downward or withdrawn
entirely by the rating agency if, in its judgment, circumstances so warrant. Any such downward revision or
withdrawal of the rating will be likely to have an adverse effect on the market price of the Series 2008E Bonds.

Financial Factors

Each municipal corporation in the State must obtain an audit and examination of its funds and account groups
at least once each year pursuant to State Code as required in 67-450B. 67-450B allows municipalities with
expenditures between $100,000 and $250,000 to have a biennial audit and municipalities with expenditures
between $50,000 and $100,000 to have a biennial review. Municipalities having annual expenditures of less
than $50,000, with the exception of those entities receiving federal assistance, are exempt from this
requirement. The required audit may be performed by independent public accountants certified by the State
as capable of auditing municipal corporations.

The Authority was formed in 2004. Prior to the Fiscal Year that ended September 30, 2007, the Authority’s
financial statement was incorporated as part of the State’s audit. A separate audited financial report for Fiscal
Year 2007 was completed for the Authority and is attached hereto as Appendix G. Copies of future financial
statements of the Authority may be ordered, when available, by contacting the individual NRMSIRs including
Bloomberg Municipal Repository, DPC Data Inc., Interactive Data Pricing and Reference Data, Inc., Standard &
Poor’s Securities Evaluations, Inc. or by contacting DisclosureUSA.

The Tax Commission produces an annual report that includes information on State-administered tax rates and
distribution of tax receipts. This annual report is available by contacting the Tax Commission in writing to
Idaho State Tax Commission, PO Box 36, Boise Idaho 83722-0410, or by obtaining it from the Tax
Commission’s internet site, which is currently http://tax.idaho.gov/annual_reportshtm.  The Tax
Commission website is not incorporated into this Official Statement by such reference and is not a part hereof.

Legal and Tax Matters

Legal Matters

Legal matters incident to the authorization, issuance and sale of the Series 2008E Bonds are subject to the
approving legal opinion of Tax Counsel, Orrick Herrington and Sutcliffe LLP, San Francisco, California,
substantially in the form attached hereto as Appendix B and to the approving legal opinion of Skinner Fawcett.
Tax Counsel undertakes no responsibility for the accuracy, completeness or fairness of this Official Statement.
Skinner Fawcett, Boise, Idaho, as Bond Counsel to the Authority, will provide a final approving legal opinion
on other than tax matters and a disclosure opinion. Hawley Troxell Ennis & Hawley LLP, Boise, Idaho, bond
counsel to Madison School and Minidoka School will provide an opinion with respect to Madison School and
Minidoka School’s Loan Agreements and Bonds. Moore Smith Buxton & Turcke, Chartered, Boise, Idaho, bond
counsel to Madison Library, will provide an opinion with respect to Madison Library’s Loan Agreement and
Bond.
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Tax Matters

In the opinion of Tax Counsel, based upon an analysis of existing laws, regulations, rulings and court
decisions, and assuming, among other matters, the accuracy of certain representations and compliance with
certain covenants, interest on the Series 2008E Bonds is excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of Idaho personal
income taxes. In the further opinion of Tax Counsel, interest on the Series 2008E Bonds is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes, although Tax
Counsel observes that such interest is included in adjusted current earnings when calculating corporate
alternative minimum taxable income. A complete copy of the proposed form of opinion of Tax Counsel is set
forth in Appendix B hereto.

To the extent the issue price of any maturity of the Series 2008E Bonds is less than the amount to be paid at
maturity of such Series 2008E Bonds (excluding amounts stated to be interest and payable at least annually
over the term of such Series 2008E Bonds), the difference constitutes “original issue discount,” the accrual of
which, to the extent properly allocable to each beneficial owner thereof, is treated as interest on the Series
2008E Bonds which is excluded from gross income for federal income tax purposes and is exempt from State of
Idaho personal income taxes. For this purpose, the issue price of a particular maturity of the Series 2008E
Bonds is the first price at which a substantial amount of such maturity of the Series 2008E Bonds is sold to the
public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity of
the Series 2008E Bonds accrues daily over the term to maturity of such Series 2008E Bonds on the basis of a
constant interest rate compounded semiannually (with straight-line interpolations between compounding
dates). The accruing original issue discount is added to the adjusted basis of such Series 2008E Bonds to
determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such
Series 2008E Bonds. Beneficial owners of the Series 2008E Bonds should consult their own tax advisors with
respect to the tax consequences of ownership of Series 2008E Bonds with original issue discount, including the
treatment of beneficial owners who do not purchase such Series 2008E Bonds in the original offering to the
public at the first price at which a substantial amount of such Series 2008E Bonds is sold to the public.

Series 2008E Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (the “Premium Series 2008E
Bonds”) will be treated as having amortizable bond premium. No deduction is allowable for the amortizable
bond premium in the case of Series 2008E Bonds, like the Premium Series 2008E Bonds, the interest on which is
excluded from gross income for federal income tax purposes. However, the amount of tax-exempt interest
received, and a beneficial owner’s basis in a Premium Series 2008E Bond, will be reduced by the amount of
amortizable bond premium properly allocable to such beneficial owner. Beneficial owners of Premium Series
2008E Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond
premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the Series 2008E Bonds. The
Authority and the Participants have made certain representations and covenanted to comply with certain
restrictions, conditions and requirements designed to ensure that interest on the Series 2008E Bonds will not be
included in federal gross income. Inaccuracy of these representations or failure to comply with these
covenants may result in interest on the Series 2008E Bonds being included in gross income for federal income
tax purposes, possibly from the date of original execution and delivery of the Series 2008E Bonds. The opinion
of Tax Counsel assumes the accuracy of these representations and compliance with these covenants. Tax
Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not taken),
or events occurring (or not occurring), or any other matters coming to Tax Counsel’s attention after the date of
execution and delivery of the Series 2008E Bonds may adversely affect the value of, or the tax status of interest
on, the Series 2008E Bonds. Accordingly, the opinion of Tax Counsel is not intended to, and may not, be relied
upon in connection with any such actions, events or matters.
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Although Tax Counsel is of the opinion that interest on the Series 2008E Bonds is excluded from gross income
for federal income tax purposes and is exempt from State of Idaho personal income taxes, the ownership or
disposition of, or the accrual or receipt of interest on, the Series 2008E Bonds may otherwise affect an beneficial
owner’s federal, state or local tax liability. The nature and extent of these other tax consequences depends
upon the particular tax status of the beneficial owner or the beneficial owner’s other items of income or
deduction. Tax Counsel expresses no opinion regarding any such other tax consequences.

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause interest
on the Series 2008E Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or
exempted from state income taxation, or otherwise prevent Beneficial Owners from realizing the full current
benefit of the tax status of such interest. The introduction or enactment of any such future legislative
proposals, clarification of the Code or court decisions (including the matter described below) may affect the
market price for, or marketability of, the Series 2008E Bonds. Prospective purchasers of the Series 2008E Bonds
should consult their own tax advisors regarding any pending or proposed federal or state tax legislation,
regulations or litigation, as to which Tax Counsel expresses no opinion.

The opinion of Tax Counsel is based on current legal authority, covers certain matters not directly addressed
by such authorities, and represents Tax Counsel’s judgment as to the proper treatment of the Series 2008E
Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or the courts.
Furthermore, Tax Counsel cannot give and has not given any opinion or assurance about the future activities
of the Authority and the Participants, or about the effect of future changes in the Code, the applicable
regulations, the interpretation thereof or the enforcement thereof by the IRS. The Authority and the
Participants have covenanted, however, to comply with the requirements of the Code.

Tax Counsel’s engagement with respect to the Series 2008E Bonds ends with the issuance of the Series 2008E
Bonds, and, unless separately engaged, Tax Counsel is not obligated to defend the Authority, the Participants
or the beneficial owners regarding the tax-exempt status of the Series 2008E Bonds in the event of an audit
examination by the IRS. Under current procedures, parties other than the Authority and the Participants and
their appointed counsel, including the beneficial owners, would have little, if any, right to participate in the
audit examination process. Moreover, because achieving judicial review in connection with an audit
examination of tax-exempt Series 2008E Bonds is difficult, obtaining an independent review of IRS positions
with which the Authority and the Participants legitimately disagree, may not be practicable. Any action of the
IRS, including but not limited to selection of the Series 2008E Bonds for audit, or the course or result of such
audit, or an audit of Series 2008E Bonds presenting similar tax issues may affect the market price for, or the
marketability of, the Series 2008E Bonds, and may cause the Authority, the Participants or the beneficial
owners to incur significant expense.

The Initiative Process

Title 34, Chapter 18 of the Idaho Code reserves to the people of the State the initiative and referendum power
pursuant to which measures designed to amend the Idaho Constitution or enact legislation, can be placed on
the State-wide general election ballot for consideration by the voters. “Referendum” generally means
measures which have been passed by the legislature and then referred to the electors by a legislative body,
such as the State Legislative Session or the governing body of a city, county or other political subdivision, or
by petition prior to its effective date. “Initiative” generally means a new measure placed before the voters as a
result of a petition circulated by one or more private citizens.

Any person may file a proposed initiative with the signatures of 20 qualified electors of the State in the Idaho
Secretary of State’s office. The Idaho Attorney General is required by law to review and make
recommendations (if any) on the petition before issuing a review to the Secretary of State. The Attorney
General, after a specified time period, shall then be directed by the Secretary or State to provide a ballot title
for the initiative. Any elector that submitted written comments who is dissatisfied with the ballot title certified
by the Attorney General may petition the Idaho Supreme Court seeking a revision of the certified ballot title.
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Once the ballot title has been certified and the Secretary of State has authorized the petitioners, the proponents
of the initiative, during an 18 month circulation period or until April 30 in an election year, whichever occurs
first, may start gathering the initiative petition signatures necessary to place the proposed initiative on the
ballot. To be placed on a general election ballot, the proponents of a proposed initiative must submit to the
Secretary of State initiative petitions signed by a number of qualified voters equal to a specified percentage of
the qualified electors at the general election next preceding the filing of the petition with the Secretary of State.

All petitions for initiative and referendum must contain signatures of registered voters equal to 6 percent of
the qualified electors at the last general election (this would be 45,893 signatures based on the last general
election, which was held on November 2, 2006) before being considered for final filing.

The initiative petition must be filed with the Secretary of State not less than four months prior to the general
election at which the proposed measure is to be voted upon. State law permits persons circulating initiative
petitions to pay money to persons obtaining signatures for the petition. If the person obtaining signature is
being paid, the signature sheet must contain a notice of such payment.

Referendum petitions must be filed not more than 60 days after the final adjournment of the session of the
Idaho State Legislature which passed the bill on which the referendum is demanded.
Historical Initiative Petitions

According to the Elections Division of the Idaho Secretary of State, the number of initiative petitions that have
qualified for the ballot in the past decade, and the number that have passed in the general elections are as
follows:

Historical Initiative Petitions

Number of Number of
Year of Initiatives that Initiatives that
General Election Qualified Passed
2008 0 0
2006 2 0
2004 0 0
2002 1 1
2000 0 0
1998 1 1
1996 4 1

Source:  Elections Division, Idaho Secretary of State; http,//wwuw.idsos.state.id.us/elect/inits/initinfo.htm, September 12, 2008.

Current Initiative Petitions

No initiatives were certified to be on the November 2008 ballot.

Litigation

There is no litigation pending or threatened questioning the validity of the Loans or the Series 2008E Bonds,
the power and authority of the Participants to enter into the Loan Agreements or the power and authority of
the Authority to issue the Series 2008E Bonds and loan the Series 2008E Bond proceeds to the Participants
under the Loan Agreements. There is no litigation pending or threatened that would materially affect the
finances of the Participants or affect the Participants” ability to meet debt service requirements on the Loans.

Underwriting

Hutchinson, Shockey, Erley & Co., acting as Underwriter purchased the Series 2008E Bonds at a competitive
sale on November 6, 2008 at a price of 100.195% of the par value of the Series 2008E Bonds. The Series 2008E
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Bonds will be re-offered at an average price of 101.513% of the par value of the Series 2008E Bonds. After the
initial public offering, the public offering prices may vary from time to time.

Financial Advisor

In connection with the authorization and issuance of the Series 2008E Bonds, the State has retained Western
Financial Group, LLC, Lake Oswego, Oregon, as its financial advisor. The Financial Advisor is not obligated
to undertake, and has not undertaken to make, an independent verification or to assume responsibility for the
accuracy, completeness, or fairness of the information contained in this Official Statement. Western Financial
Group, LLC is an independent advisory firm and is not engaged in the business of underwriting, trading, or
distributing municipal securities or other public securities.

Official Statement

Pursuant to Securities and Exchange Commission Rule 15c¢2-12, the Authority has deemed this Preliminary
Official Statement as final as of its date except for the omission of information dependent upon the pricing of
the issue and the completion of the underwriting agreement, such as offering prices, interest rates, selling
compensation, aggregate principal amount, principal amount per maturity, delivery dates, ratings, and other
terms of the Series 2008E Bonds dependent on the foregoing matters.

Concluding Statement

The information set forth herein is not to be construed as a contract with the Purchasers of the Series 2008E
Bonds.
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DEFINITIONS

Unless the context otherwise requires, the terms in this Official Statement shall have the meanings defined
below:

“Act” means the Idaho Bond Bank Authority Act, being Idaho Code, Title 67, Chapter 87, as
amended.

“Additional Bonds” means all bonds of the Authority authorized by and at any time
Outstanding pursuant to the Trust Agreement and executed, issued and delivered in accordance with the
provisions of the Trust Agreement concerning the Issuance of Bonds.

“Aggregate Debt Service” shall mean, for all Sales Tax Secured Debt for such period, as of any
date of calculation and with respect to any period, the sum of: (1) the interest falling due on such Sales Tax
Secured Debt during such period (except to the extent that such interest is payable from the proceeds of such
Sales Tax Secured Debt set aside for such purpose), and (2) the principal (or mandatory sinking fund or
installment purchase price or lease rental or similar) payments or deposits required with respect to such Sales
Tax Secured Debt during such period; computed on the assumption that no portion of such Sales Tax Secured
Debt shall cease to be outstanding during such period except by reason of the application of such scheduled
payments; provided that if interest on Sales Tax Secured Debt is payable pursuant to a variable interest rate
formula, the interest rate on such Sales Tax Secured Debt for periods when the actual interest rate cannot be
yet determined shall be assumed to be equal to the greater of (a) the current interest rate calculated pursuant to
the provisions of such agreement or, (b) if available, the daily average interest rate on such Sales Tax Secured
Debt during the preceding thirty-six (36) months preceding the date of calculation, (c)if such Sales Tax
Secured Debt has not been outstanding for such 36-month period, such daily average interest rate on
comparable debt of a state or political subdivision of a state which debt is then rated by a nationally
recognized bond rating agency with a rating similar to the rating on such Sales Tax Secured Debt, or (d) the
maximum rate established by any borrowing document authorizing the variable rate debt.

“Annual Debt Service” means, for any Fiscal Year, the sum of (1) the interest accruing on all
Parity Debt during such Fiscal Year, assuming that all Parity Debt is retired as scheduled, plus (2) the principal
amount (including principal due as sinking fund installment payments) allocable to all Parity Debt in such
Fiscal Year, calculated as if such principal amounts were deemed to accrue daily during such Fiscal Year in
equal amounts from, in each case, each payment date for principal or the date of delivery of such Parity Debt
(provided that principal shall not be deemed to accrue for greater than a 365-day period prior to any payment
date), as the case may be, to the next succeeding payment date for principal.

“Authority” means the Idaho Bond Bank Authority created pursuant to the Act and its
successors and assigns in accordance to the Trust Agreement.

“Authority Independent Certified Public Accountant” means any certified public accountant
or firm of such accountants duly licensed and entitled to practice and practicing as such under the laws of the
State or a comparable successor, appointed and paid by the Authority, and who, or each of whom —

(1) is in fact independent according to the Statement of Auditing Standards No. 1 and not under
the domination of the Authority;

(2) does not have a substantial financial interest, direct or indirect, in the operations of the
Authority; and

3) is not connected with the Authority as a member, officer or employee of the Authority, but

who may be regularly retained to audit the accounting records of and make reports thereon to the
Authority.
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“Authorized Municipality Representative” means the Mayor or Municipality Clerk, the
Chairman of the Board or any such officer’s designee, or any other officer of the Municipality duly authorized
by the Municipality.

“Authorized Denominations” means the amount or amounts so designated in the
Supplemental Trust Agreement authorizing such Bonds, and with respect to the Series 2008E Bonds, $5,000 or
any integral multiple thereof.

“Authorized Representative” means the Executive Director, Secretary or Treasurer of the
Authority, or any other person (whether or not an officer of the Authority) who is specifically authorized by
resolution of the Authority for that purpose.

“Bonds” means the Series 2004A Bonds, the Series 2006A Bonds, the Series 2006B Bonds, the
Series 2007A Bonds, the Series 2007B Bonds, the Series 2008A Bonds, the Series 2008B Bonds, the Series 2008C
Bonds, the Series 2008D Bonds, the Series 2008E Bonds and all Additional Bonds.

“Bond Counsel” means counsel of recognized national standing in the field of law relating to
municipal bonds, appointed by the Authority.

“Bond Fund” means a slpecial fund created under the Participant’s ordinance or resolution and
held by the Participant to be used solely for the purpose of paying the Repayment Installments as the same
become due, so long as any of the Repayment Installments remain outstanding and unpaid.

“Bond Owner” or “Holder” means any person who shall be the registered owner of any
Outstanding Bond.

“Business Day” means a day that is not a Saturday, Sunday or legal holiday on which banking
institutions in the State of New York or State of Idaho are authorized to remain closed, or a day on which the
Federal Reserve system is closed.

“Capital Appreciation Bonds” means the Bonds of each Series so designated and which bear
interest payable as a portion of the Accreted Value of such Bonds at the maturity or earlier redemption or
payment thereof.

“Certificate of the Authority” means an instrument in writing signed by the Secretary or
Treasurer of the Authority, or by any other person (whether or not an officer of the Authority) who is
specifically authorized by resolution of the Authority for that purpose.

“Certificate of the Participant” means an instrument in writing signed by an Authorized
Municipality Representative, such authorization to be evidenced by a certificate verifying the specimen
signatures of such officers at the request of the Trustee.

“Code” means the Internal Revenue Code of 1986, as amended.

“Consulting Engineer” means any qualified registered or licensed professional engineer
practicing under the laws of the State of Idaho selected by the Municipality.

“Continuing Disclosure Agreement” means that certain Continuing Disclosure Agreement
executed by the Authority dated the date of issuance and delivery of a Series of Bonds, as originally executed
and as it may be amended from time to time in accordance with the terms thereof.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the Authority and related to the authorization, execution and delivery of the Trust Agreement
and the issuance and sale of the Bonds, including, but not limited to, costs of preparation and reproduction of
documents, costs of rating agencies and costs to provide information required by rating agencies, filing and
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recording fees, fees and charges of the Trustee, legal fees and charges, fees and disbursements of consultants
and professionals, premiums of any provider of Bond Insurance, fees and charges for preparation, execution
and safekeeping of the Bonds, fees of the Authority and any other authorized cost, charge or fee in connection
with the issuance of the Bonds.

“Costs of Issuance Fund” means the fund by that name established pursuant to the provisions
of the Trust Agreement concerning Funds and Accounts.

“Current Interest Bonds” means the Bonds of each Series so designated and which bear
interest payable on the Interest Payment Dates applicable to such Series.

“Depository” means DTC or another recognized securities depository selected by the
Authority which maintains a book-entry system for the Bonds.

“DTC” means The Depository Trust Company, New York, New York.

“Eighth Supplemental Trust Agreement” means the Supplemental Trust Agreement between
the Authority and the Trustee for the Series 2008E Bonds.

“Event of Default” shall have the meaning specified in the provisions of the Trust Agreement
concerning Events of Default and Remedies of Bond Owners.

“Final Compounded Amount” means, with respect to any Capital Appreciation Bond, the
Accreted Value thereof on its maturity date.

“Financial Newspaper” means The Wall Street Journal or The Bond Buyer, or any other
newspaper or journal printed in the English language, publishing financial news, and selected by the
Authority.

“Fiscal Year” means the twelve (12) month period terminating on June 30 of each year, or any
other annual accounting period thereafter selected and designated by the Authority as its Fiscal Year in
accordance with applicable law.

“Funded Debt” shall mean all Indebtedness of Authority secured by a Parity Lien.

“Generally Accepted Accounting Principles” means the uniform accounting and reporting
procedures set forth in publications of the American Institute of Certified Public Accountants or its successor,
or by any other generally accepted authority on such procedures, and includes, as applicable, the standards set
forth by the Governmental Accounting Standards Board or its successor.

“Government Securities” means cash (insured at all times by the Federal Deposit Insurance
Corporation) or obligations of, or obligations guaranteed as to principal and interest by, the U.S. or any agency
or instrumentality thereof, when such obligations are backed by the full faith and credit of the U.S. including:
U.S. treasury obligations, all direct or fully guaranteed obligations, Farmers Home Administration, General
Services Administration, Guaranteed Title XI financing, Government National Mortgage Association (GNMA),
State and Local Government Series. Any security used for defeasance must provide for the timely payment of
principal and interest and cannot be callable or prepayable prior to maturity or earlier redemption of the rated
debt (excluding securities that do not have a fixed par value and/or whose terms do not promise a fixed dollar
amount at maturity or call date).

“Indebtedness” means bonds, notes or other obligations of the Authority issued pursuant to
the Act.

“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service,” 30
Montgomery Street, 10th Floor, Jersey City, NJ 17302, Attention: Editor; Kenny Information Services” “Called
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Bond Service,” 65 Broadway, 16 Floor, New York, NY 10006; Moody’s Investors Service’s “Municipal and
Government,” 99 Church Street, 8" Floor, New York, NY 10007, Attention: Municipal News Reports; and
Standard & Poor’s Ratings Group’s “Called Bond Record,” 25 Broadway, 34 Floor, New York, NY 10004; or,
in accordance with the current guidelines of the Securities and Exchange Commission, such other addresses
and/or such other services providing information with respect to called bonds, or such services as the
Authority may designate in a Certificate of the Authority delivered to the Trustee.

“Initial Amount” means, with respect to any Capital Appreciation Bond, the Accreted Value of
such Capital Appreciation Bond on the date of issuance thereof.

“Interest Payment Date” means with respect to the Bonds of any Series, the interest payment
dates for such Series specified in the Supplemental Trust Agreement authorizing the issuance of such Series,
and with respect to the Series 2008E Bonds, each March 15 and September 15, commencing March 15, 2009.

“Loan Agreement” means a loan of Series 2008E Bond proceeds to a Participant pursuant to a
Loan Agreement.

“Loans” means general obligation loans made by the Authority pursuant to the Act to each of
the Participants.

“Master Trust Agreement” means a master trust agreement between the Authority and the
Trustee, dated as of December 1, 2004.

“Maturity Amount” shall mean, (i) with respect to a Capital Appreciation Bond, the Final
Compounded Amount thereof, and (ii) with respect to a Current Interest Bond, the stated principal amount
thereof.

“Maximum Annual Debt Service” means, as of any date of calculation, the largest Annual
Debt Service during the period from the date of such calculation through the final maturity date of all parity
debt.

“Moody’s” means Moody’s Investors Service, Inc. a corporation duly organized and existing
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except that if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating

agency, then the term “Moody’s” shall be deemed to refer to any other nationally recognized securities rating
agency selected by the Authority.

“Municipal Bonds” means a bond, note, or other obligation, including a loan, lease or
installment sales agreement, issued or undertaken by a Municipality for any purpose authorized by law, as
specified in a Supplemental Trust Agreement, and collectively, the loan agreements identified in Exhibit B of
the Eighth Supplemental Trust Agreement and including a Bond.

“Municipal Bond Purchase Fund” means the fund by that name established pursuant to the
provisions of the Loan Agreements concerning Funds and Accounts.

“Municipality” means any county, city, municipal corporation, school district, irrigation
district, sewer district, water district, highway district or other special purpose district or political subdivision
of the State established by law as set forth in a Supplemental Trust Agreement.

“Municipality Independent Certified Public Accountant” means any firm of certified public
accountants appointed by the Municipality, which is independent of the Municipality and the Authority
pursuant to the Statement on Auditing Standards No. 1 of the American Institute of Certified Public
Accountants.
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“Net Proceeds” means, when used with respect to any casualty insurance or condemnation
award, the proceeds from such insurance or condemnation award remaining after payment of all expenses
(including attorneys’ fees) incurred in the collection of such proceeds.

“Opinion of Bond Counsel” means a written opinion of Bond Counsel.

“QOutstanding,” when used as of any particular time with reference to Bonds, means all Bonds

except
1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation;
(2) Bonds paid or deemed to have been paid within the meaning of the provisions of the Trust
Agreement concerning Discharge of Bonds; and
3) Bonds in lieu of or in substitution for which other Bonds shall have been executed, issued and
delivered by the Authority pursuant to the Trust Agreement.
“Parity Debt” means the Repayment Installments, any Prior Obligations, and any Parity
Obligations.

“Parity Lien” means any pledge, lien, security interest, encumbrance or charge of any kind on
or in all or any part of the Revenues which is equal and ratable to the lien of the Trust Agreement on or in such
Revenues.

“Parity Obligations” means all obligations of the Municipality authorized and executed by the
Municipality other than the Repayment Installments to be repaid with Parity Obligation Payments.

“Parity Obligation Payments” means the payments scheduled to be paid by the Municipality
under and pursuant to the Parity Obligations, which payments are secured by a pledge of System Net
Revenues on parity with the Repayment Installments as provided in the Loan Agreements.

“Participants” means each of the Idaho municipalities shown on the inside cover page of this
Official Statement.

“Paying Agent,” when used with reference to any Series of Bonds, means any commercial
bank (including the Trustee and its affiliates) or trust company organized under the laws of any state of the
United States of America, or any national banking association, designated as paying agent for the Bonds of
such Series, and its successor or successors appointed in the manner provided in the Trust Agreement.

“Payment Date” means the date on which interest, Principal Installments or Redemption Price
is due on Bonds.

“Permitted Investments” means any of the following;:

(1) Direct obligations of the United States of America (including obligations issued or held in
book-entry form on the books of the Department of the Treasury) or obligations the principal
of and interest on which are unconditionally guaranteed by the United States of America.

2. Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by an
of the following federal agencies and provided such obligations are backed by the full fait
and credit of the United States of America (stripped securities are only permitted if they have
been stripped by the agency itself):

a. U.S. Export-Import Bank (Exim bank)

Direct obligators or fully guaranteed certificates of beneficial ownership
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b. Farmers Home Administration (FmHA)
Certificates of beneficial ownership

c. Federal Financing Bank
d. Federal Housing Administration Debentures (FHA)

e. General Services Administration
Participation certificates
f.  Government National Mortgage Association (GNMA or "Ginnie Mae"):
GNMA - guaranteed mortgage-backed bonds
GNMA - guaranteed pass-through obligations (participation certificates)
(not acceptable for certain cash-flow sensitive issues.)
g. U.S. Maritime Administration:
Guaranteed Title XI financing
h. U.S. Department of Housing and Urban Development (HUD):
Project Notes
Local Authority Bonds
New Communities Debentures -U.S. Government guaranteed
debentures
U.S. Public Housing Notes and Bonds - U.S. government
guaranteed public housing notes and bonds

3. Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any
of the following non-full faith and credit U.S. government agencies (stripped securities are
only permitted if they have been stripped by the agency itself):

a. Federal Home Loan Bank System:
Senior debt Bonds (Consolidated debt Bonds)

b. Federal Home Loan Mortgage Corporation (FHLMC or "Freddie Mac"):
Participation Certificates (Mortgage-backed securities)
Senior debt Bonds

c. Federal National Mortgage Association (FNMA or "Fannie Mae"):

Mortgage-backed securities and senior debt Bonds (excluded are stripped mortgage
securities which are valued greater than par on the portion of unpaid principal.)

d. Student Loan Marketing Association (SLMA or "Sallie Mae"):
Senior debt Bonds

e. Resolution Funding Corp: (REFCORP) Only the interest component of REFCORP
strips which have been stripped by request to the Federal Reserve Bank of New York in
book entry form are acceptable.

f. Farm Credit System:
Consolidated system wide bonds and notes

4. Money market funds registered under the Federal Investment Comﬁany Act of 1940,
whose shares are registered under the Federal Securities Act of 1933, and having a rating by
S&P of AAAmM-G; AAA-m; or AA-m and if rated by Moody’s rated Aaa, Aal or Aa2.

5. Certificates of deposit secured at all times by collateral described in (1) and/or (2) above.
CD's must have a one year or less maturity. Such certificates must be issued by commercial
banks, savings and loan associations or mutual savings banks whose short term Bonds are
rated "A-1+" or better by S&P and "Prime-1" by Moody’s.

The collateral must be held by a third party and the bondholders must have a perfected first
security interest in the collateral.
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6. Certificates of deposit, savings accounts, deposit accounts or money market deposits
which are fully insured by FDIC, including BIF and SAIF.

7. Investment Agreements, with providers rated at least Aa2.
8. Commercial paper rated "Prime - 1" by Moody's and "A-1+" or better by S&P.

9. Bonds or notes issued by any state or municipality which are rated by Moody's and S&P
in one of the two highest long-term rating categories assigned by such agencies.

10. Federal funds or bankers acceptances with a maximum term of one year of any bank
which has an unsecured, uninsured and unguaranteed obligation rating of "Prime - 1" or "A3"
or better by Moody's and "A-1+" by S&P.

11. Repurchase agreements that provide for the transfer of securities from a dealer bank or
securities firm (seller/borrower) to a municipal entity (buyer/lender), and the transfer of cash
from a municipal entity to the dealer bank or securities firm with an agreement that the dealer
bank or securities firm will repay the cash plus a yield to the municipal entity in exchange for
the securities at a specified date.

Repurchase Agreements must satisfy the following criteria:

a. Repurchase Agreements must be between the municipal entity and a dealer bank or
securities firm:

(1) Primary dealers on the Federal Reserve repurchasing dealer list which fall under
the jurisdiction of the SIPC and which are rated A or better by Standard & Poor's
Ratings Group and Moody's, or

(2) Banks rated "A" or above by Standard & Poor's Ratings Group and Moody's
Investor Services.

b. The written repurchase contract must include the following;:
(1) Securities which are acceptable for transfer are:
(a) Direct U.S. governments
(b) Federal agencies backed by the full faith and credit of the U.S
(2) The term of the repurchase may be up to 30 days

(3) The collateral must be delivered to the municipal entity, trustee (if trustee is not
supplying the collateral) or third party acting as agent for the trustee (if the trustee is
supplying the collateral) before/simultaneous with payment (perfection by possession
of certificated securltles)

(4) The trustee has a perfected first priority security interest in the collateral.

(5) Collateral is free and clear of third-party liens and in the case of SIPC broker was
not acquired pursuant to a repurchase or reverse repurchase.

(6) Failure to maintain the requisite collateral percentage, after a two day restoration
period, will require the trustee to liquidate collateral.

(7) Valuation of Collateral

(@) The securities must be valued weekly, marked-to-market at current market
price plus accrued interest

(b) The value of collateral must be equal to 104% of the amount of cash
transferred b%l the municipal entity to the dealer bank or security firm under the
repurchase plus accrued interest. If the value of securities held as collateral slips
below 104% of the value of the cash transferred by municipality, then additional
cash and/or acceptable securities must be transferred. If, however, the securities
used as collateral are FNMA or FHLMC, then the value of collateral must equal
105%.

(c) Legal opinion which must be delivered to the municipal entity: Repurchase
meets guidelines under state law for legal investment of public funds.

12. Pre-refunded Municipal Obligations rated "Aaa" by Moody's and "AAA" by S&P. If,
however, the issue is only rated by S&P (i.e., there is no Moody's rating), then the pre-refunded
bonds must have been pre-refunded with cash, direct U.S. or USS. guaranteed Bonds, or AAA
rated pre-refunded municipals to satisfy this condition.
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13. In addition to the above list of investments, any state-administered pool investment fund
in which the Authority is statutorily permitted or required to invest.

“Person” means a corporation, firm, association, partnership, trust, or other legal entity or
group of entities, including a governmental entity or any agency or political subdivision thereof.

“Pre-refunded Municipal Obligations” means any bonds or other obligations of any state of
the United States of America or of any agency, instrumentality or local governmental unit of any such state
which are not callable at the option of the obligor prior to maturity or as to which irrevocable instructions have
been given by the obligor to call on the date specified in the notice; and

(1) which are rated, based on an irrevocable escrow account or fund (the “escrow”), in the
highest rating category of Moody’s or S&P or any successor thereto; or

(2) which are fully secured as to principal and interest and redemption premium, if any,
by an escrow consisting only of cash or obligations described in clause (a)(2) of the definition of Permitted
Investments, which escrow may be applied only to the payment of such principal of and interest and
redemption premium, if any, on such bonds or other obligations on the maturity date or dates thereof or
the specified redemption date or dates pursuant to such irrevocable instructions, as appropriate, and (ii)
which escrow is sufficient, as verified by a nationally recognized independent certified public accountant,
to pay principal of and interest and redemption premium, if any, on the bonds or other obligations
described in this paragraph on the maturity date or dates specified in the irrevocable instructions referred
to above, as appropriate.

“Premium Series 2008E Bonds” means Series 2008E Bonds purchased, whether at original
issuance or otherwise, for an amount higher than their principal amount payable at maturity (or, in some
cases, at their earlier call date).

“Principal Amount” means, as of any date of calculation, (i) with respect to any Capital
Appreciation Bond, the Accreted Value thereof as of such date of calculation, and (ii) with respect to any
Current Interest Bond, the stated principal amount thereof.

“Principal Installment” means, with respect to amounts due for the Bonds of any Series as of
any date, (i) the Principal Amount of all Outstanding Bonds of such Series due on such date for which no
Sinking Fund Installments have been established, and (ii) the Sinking Fund Installments due on such date for
Outstanding Bonds of such Series.

“Principal Office” refers to the office of the Trustee noted in the provisions of the Trust
Agreement concerning Notices, except that for payments on Bonds and any exchange, transfer or surrender of
Bonds, the Principal Office shall be Salt Lake City, Utah, or such other or additional offices as the Trustee may
designate from time to time.

“Principal Payment Date” means with respect to the Bonds of any Series, the principal
payment date for such Series specified in the Supplemental Trust Agreement authorizing the issuance of such

Series, which shall be any date on which principal of the Bonds is required to be paid (whether by reason of
maturity or redemption).

“Prior Obligations” means the obligations specified in Schedule 1 of the Loan Agreements.

“Project” means the facilities financed in whole or in part by the Loan.

“Purchase Price” means the principal amount of the Municipal Bonds plus accrued interest to
and including the date of purchase, as set forth in Exhibit B of the Eighth Supplemental Trust Agreement.
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“Rating Agencies” means, as of any date, (a) Moody’s, if Moody’s then maintains a rating on
the Bonds, and (b) S&P, if S&P then maintains a rating on the Bonds.

“Rating Category” means one of the general long-term (or short-term, if so specifically
provided) rating categories of either Moody’s or S&P, without regard to any refinement or gradation of such
rating category by a numerical modifier or otherwise.

“Rebate Fund” means the fund by that name established pursuant to the provisions of the
Trust Agreement concerning Tax Covenants and Rebate Fund.

“Record Date” means with respect to the payment of interest on any Series of Bonds, the date
or dates specified as such in the Supplemental Trust Agreement authorizing such Series.

“Redemption Date” means the date fixed for redemption of any Bonds.

“Redemption Price” means, with respect to any Bond (or portion thereof), the principal
amount of such Bond (or portion) plus the applicable premium, if any, payable upon redemption thereof
pursuant to the provisions of such Bond and the Trust Agreement.

“Repayment Amount” means the amount specified in Schedule 1 of the Loan Agreements.

“Repayment Installment” means any amount that the Municipality is required to pay directly
to the Trustee pursuant to the provisions of the Loan Agreements as a repayment of the loan made to the
Municipality under the Loan Agreement, which amount is determined in accordance thereto.

“Repayment Installment Date” means the dates corresponding to the Repayment Installments,
as set forth in Exhibit B of the Loan Agreements.

“Representation Letter” means the blanket letter of representation of the Authority to DTC or
any similar letter to a substitute depository.

“Responsible Officer” means any officer of the Trustee assigned to administer its duties under
the Trust Agreement.

“Revenue Fund” means the Fund so designated established pursuant to the provisions of the
Trust Agreement concerning Funds and Accounts.

“Revenues” means (i) all amounts payable to the Authority pursuant to the Municipal Bonds,
(ii) all investment earnings thereon, (iii) moneys received by the Authority pursuant to Section 67-8727, Idaho
Code, (iv) any State Sales Tax Revenues, and (v) all other moneys received by the Authority and designated by
the Authority as available to make payments on the Bonds. The designation by the Authority of any moneys
as available to make payments on the Bonds shall specify in which fund, account or subaccount the moneys
shall be deposited.

“Sales Tax Secured Debt” means the Bonds, any Additional Bonds, Funded Debt, bonds
outstanding on the effective date of the Act secured by State Sales Tax Moneys but not including tax
anticipation notes issued by the State of Idaho pursuant to Section 63-3202, Idaho Code.

“Securities Depositories” means: The Depository Trust Company, 711 Stewart Avenue,
Garden City, NY 11530, Fax: (516) 227-4039 or -4190; Midwest Securities Trust Company, Capital Structures-
Call Notification, 440 South LaSalle Street, Chicago, IL 60605, Fax: (312) 663-2343; Philadelphia Depository
Trust Company, Reorganization Division, 1900 Market Street, Philadelphia, PA 19103, Attention: Bond
Department, Fax: (215) 496-5058; or such other addresses and/or such other securities depositories as the
Authority may designate to the Trustee.
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“Serial Bonds” means Bonds for which no sinking fund payments are provided.

“Series,” whenever used in the Trust Agreement with respect to Bonds, means all of the Bonds
designated as being of the same series, authenticated and delivered in a simultaneous transaction, regardless
of variations in maturity, interest rate, redemption and other provisions, and any Bonds thereafter
authenticated and delivered upon transfer or exchange of or in lieu of or in substitution for (but not to refund)
such Bonds as provided in the Trust Agreement.

“Series 2004A Bonds” means the Idaho Bond Bank Authority Revenue Bonds, Series 2004A,
dated December 1, 2004, authorized by, and at any time Outstanding pursuant to the Trust Agreement.

“Series 2008E Bonds” means the Idaho Bond Bank Authority Revenue Bonds, Series 2008E,
dated November 13, 2008, authorized by, and at any time Outstanding pursuant to the Trust Agreement.

“Series 2008 Costs of Issuance Accounts” means the Accounts so established by the provisions
of the Eighth Supplemental Trust Agreement concerning the Procedure for the Issuance of Series 2008E Bonds.

“Series 2008 Principal Payment Date” means with respect to the Series 2008E Bonds, each
September 15, commencing September 15, 2009.

“Series 2008E Record Date” means with respect to the Series 2008E Bonds, the first day of the
calendar month in which each Interest Payment Date occurs.

“Sinking Fund Installment” means an amount so designated which is established pursuant to
the provisions of the Trust Agreement concerning the General Provisions for Issuance of Additional Bonds
with respect to any Series of Bonds other than the Series 2004A Bonds, which shall be as provided in a
Supplemental Trust Agreement.

“S&P” means Standard & Poor’s Ratings Group, a corporation duly organized and existing
under and by virtue of the laws of the State of New York, and its successors and assigns, except that if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating
agency, then the term S&P shall be deemed to refer to any other nationally recognized securities rating agency
selected by the Authority.

“State” means the State of Idaho.

“State Intercept” means moneys intercepted by the Authority from monies due to certain
Participants from the State pursuant to Section 67-8727, Idaho Code.

“State Sales Tax Act” means Idaho Code, Title 63, Chapter 36, as amended.

“State Sales Tax Moneys” means the moneys collected by the State pursuant to the State Sales
Tax Act.

“State Sales Tax Revenues” or “Sales Tax Revenues” means the moneys transferred to the
Authority from State sales taxes as provided in Section 63-3638 of the State Sales Tax Act and Section 67-8716
of the Act.

“State Shared Revenues” means sales tax revenue is distributed through a revenue sharing
account held by the State Treasury to cities, counties and special districts pursuant to Idaho Code 63-3638 (9).

“Subordinate Obligations” means the obligations of the Municipality that are subordinate in
payment to the Repayment Installments.
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“Subordinated Indebtedness” means any bond, note or other evidence of indebtedness, which
is expressly made subordinate and junior in right of payment to the Bonds and which complies with the
provisions of the Trust Agreement concerning Subordinates Indebtedness. Any such Subordinated
Indebtedness shall not be nor be deemed to be Bonds for purposes of the Trust Agreement.

“Subordinated Indebtedness Fund” means the Fund so designated established pursuant to the
provisions of the Trust Agreement concerning Subordinates Indebtedness.

“Subordinated Indebtedness Trust Agreement” means the resolution, indenture, trust
agreement or other instrument authorizing the issuance of any Subordinated Indebtedness.

“Supplemental Trust Agreement” means any trust agreement then in full force and effect
which has been duly executed and delivered by the Authority and the Trustee amendatory thereof or
supplemental thereto; but only if and to the extent that such Supplemental Trust Agreement is executed and
delivered pursuant to the provisions of the Trust Agreement.

“Surplus Fund” means the Fund so designated established pursuant to the provisions of the
Trust Agreement concerning Funds and Accounts.

“Tax Certificate” means the Tax Certificate delivered by the Authority at the time of the
issuance and delivery of a Series of Bonds, as the same may be amended or supplemented in accordance with
its terms.

“Term Bonds” means Bonds which are payable on or before their specified maturity dates
from sinking fund payments established for that purpose and calculated to retire such Bonds on or before their
specified maturity dates.

“Trust Agreement” means the Master Trust Agreement as originally executed and
supplemented by the First Supplemental Trust Agreement, the Second Supplemental Trust Agreement, the
Third Supplemental Trust Agreement, Fourth Supplemental Trust Agreement, Fifth Supplemental Trust
Agreement, Sixth Supplemental Trust Agreement and the Eighth Supplemental Trust Agreement and as it may
from time to time be further amended or supplemented by all Supplemental Trust Agreements executed
pursuant to the provisions thereof.

“Trust Estate” means, subject only to the provisions of the Trust Agreement permitting the
application thereof for the purposes and on the terms and conditions set forth in the Trust Agreement: (i) the
Revenues and (ii) all amounts on deposit in the funds and accounts held and maintained pursuant to the Trust
Agreement including the investments, if any, thereof.

“Trustee” means U.S. Bank National Association, or any other association or corporation
which may at any time be substituted in its place as provided in provisions of the Trust Agreement concerning
the Trustee.

“Written Request of the Authority” means an instrument in writing signed by or on behalf of

the Authority by its Secretary, Treasurer or by any other person (whether or not an officer of the Authority)
who is specifically authorized by resolution of the Authority for that purpose.

Appendix A - Definitions-11



(This page left blank intentionally.)

Appendix A - Definitions



Appendix B

Form of Tax Counsel Opinion

Appendix B - Form of Tax Counsel to the Authority Opinion



(This page left blank intentionally.)

Appendix B - Form of Tax Counsel to the Authority Opinion



[November 13], 2008

Idaho Bond Bank Authority,
Boise, Idaho

$27,820,000 Idaho Bond Bank Authority Revenue Bonds, Series 2008E
(Special Tax Opinion)

Ladies and Gentlemen:

We have acted as special tax counsel in connection with the issuance by the Idaho Bond Bank Authority (the “Authority”)
of $27,820,000 aggregate principal amount of its Revenue Bonds, Series 2008E (the “Bonds”). The Bonds are being issued
pursuant to a Master Trust Agreement, dated as of December 1, 2004, as supplemented by a First Supplemental Trust
Agreement, dated as of December 1, 2004, a Second Supplemental Trust Agreement, dated as of May 1, 2006, a Third
Supplemental Trust Agreement, dated as of November 30, 2006, a Fourth Supplemental Trust Agreement, dated as of
November 1, 2007, a Fifth Supplemental Trust Agreement, dated as of April 1, 2008, a Sixth Supplemental Trust
Agreement, dated as of May 1, 2008, a Seventh Supplemental Trust Agreement, dated as of October 1, 2008, and a Eighth
Supplemental Trust Agreement, dated as of November 1, 2008 (collectively, the “Trust Agreement”), between the
Authority and U.S. Bank National Association, as trustee. The Bonds are issued for the purpose of making loans of the
proceeds thereof to certain municipalities identified in the Trust Agreement (the “Municipalities”) pursuant to loan
agreements (the “Loan Agreements”), dated as of November 1, 2008, between the Authority and each of the Municipalities.
Capitalized terms not otherwise defined herein shall have the meanings set forth in the Trust Agreement.

In such connection, we have reviewed the Trust Agreement, the form of Loan Agreement, the Tax Certificate, dated the
date hereof (the “Tax Certificate”), opinions of counsel to the Trustee and the Authority, certificates of the Authority, the
Trustee, the Municipalities and others, and such other documents, opinions and matters to the extent we deemed necessary
to render the opinions set forth herein. In particular, we have relied on the opinion of Skinner Fawcett, bond counsel to the
Authority (the “Bond Counsel Opinion”), regarding, among other matters, the validity of the Bonds and the opinions of
Hawley Troxell Ennis & Hawley and Moore Smith Buxton & Turcke, Chartered, special counsel to the Authority (the
“Special Counsel Opinions”), regarding, among other matters, the validity of each Loan Agreement and the exclusion of
interest on each Loan Agreement from gross income for federal income tax purposes. In rendering the opinion expressed
herein, we expressly have relied on (i) the Bond Counsel Opinion that, among other matters, the Bonds are valid, binding
and enforceable in accordance with their terms and (ii) the Special Counsel Opinions that, among other matters, the interest
on each Loan Agreement is excluded from gross income for federal income tax purposes. We call attention to the fact that
the interest on the Bonds may not be excluded from gross income for federal income tax purposes or exempt from State of
Idaho personal income taxes if the Bonds are not valid, binding and enforceable in accordance with their terms.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court decisions and cover
certain matters not directly addressed by such authorities. Such opinions may be affected by actions taken or omitted or
events occurring after the date hereof. We have not undertaken to determine, or to inform any person, whether any such
actions are taken or omitted or events do occur or any other matters come to our attention after the date hereof.
Accordingly, this opinion is not intended to, and may not, be relied upon in connection with any such actions, events or
matters. Our engagement with respect to the Bonds has concluded with their issuance, and we disclaim any obligation to
update this letter. We have assumed the genuineness of all documents and signatures presented to us (whether as
originals or copies) and the due and legal execution thereof by, and validity against, all parties. We have assumed, without
undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the documents, and of the
legal conclusions contained in the opinions, referred to in the second paragraph hereof. Furthermore, we have assumed
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compliance with all covenants and agreements contained in the Trust Agreement, the Loan Agreements and the Tax
Certificate, including (without limitation) covenants and agreements compliance with which is necessary to assure that
future actions, omissions or events will not cause the interest on the Bonds to be included in gross income for federal
income tax purposes. We call attention to the fact that the rights and obligations under the Bonds, the Trust Agreement,
the Loan Agreements and the Tax Certificate and their enforceability may be subject to bankruptcy, insolvency,
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting creditors” rights,
to the application of equitable principles, to the exercise of judicial discretion in appropriate cases and to the limitations on
legal remedies against counties in the State of Idaho. We express no opinion with respect to any indemnification,
contribution, penalty, choice of law, choice of forum or waiver provisions contained in the foregoing documents, nor do we
express any opinion with respect to the state or quality of title to or interest in any of the real or personal property
described in or subject to the Trust Agreement or the Loan Agreements, or the accuracy or sufficiency of the description
contained therein of, or the remedies available to enforce liens on, any such property. Finally, we undertake no
responsibility for the accuracy, completeness or fairness of the Official Statement or other offering material relating to the
Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the opinion that the interest
on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue
Code of 1986 and is exempt from State of Idaho personal income taxes. Such interest is not a specific preference item for
purposes of the federal individual or corporate alternative minimum taxes, although we observe that it is included in
adjusted current earnings when calculating corporate alternative minimum taxable income. We express no opinion
regarding other tax consequences related to the ownership or disposition of, or the accrual or receipt of such interest on, the
Bonds.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP

per
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THE DEPOSITORY TRUST COMPANY

SAMPLE OFFERING DOCUMENT LANGUAGE
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE
(Prepared by DTC--bracketed material may apply only to certain issues)

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the securities
(the “Securities”). The Securities will be issued as fully-registered securities registered in the name of Cede &
Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully-registered Security certificate will be issued for [each issue of] the Securities, [each] in the
aggregate principal amount of such issue, and will be deposited with DTC. [If, however, the aggregate
principal amount of [any] issue exceeds $500 million, one certificate will be issued with respect to each $500
million of principal amount and an additional certificate will be issued with respect to any remaining principal
amount of such issue.]

2. DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange
Act of 1934. DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity,
corporate and municipal debt issues, and money market instrument from over 100 countries that DTC's
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among
Direct Participants of sales and other securities transactions in deposited securities through electronic
computerized book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the
need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, in
turn, is owned by a number of Direct Participants of DTC and Members of the National Securities Clearing
Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, FICC,
and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock
Exchange LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission. More information
about DTC can be found at www.dtcc.com and www.dtc.org.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Securities on DTC’s records. The ownership interest of each actual purchaser of each
Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Securities are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Securities, except in the event that
use of the book-entry system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in
the name of DTC’s partnership nominee, Cede & Co. or such other name as may be requested by an
authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of
Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of
the actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants
to whose accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct
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and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in
effect from time to time. [Beneficial Owners of Securities may wish to take certain steps to augment
transmission to them of notices of significant events with respect to the Securities, such as redemptions,
tenders, defaults, and proposed amendments to the security documents. For example, Beneficial Owners of
Securities may wish to ascertain that the nominee holding the Securities for their benefit has agreed to obtain
and transmit notices to Beneficial Owners, in the alternative, Beneficial Owners may wish to provide their
names and addresses to the registrar and request that copies of the notices be provided directly to them.]

[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such
issue to be redeemed. ]

7. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the
Securities unless authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus
Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the
Securities are credited on the record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede & Co.,
or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit
Direct Participants” accounts, upon DTC’s receipt of funds and corresponding detail information from Issuer
or Agent on payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the
case with securities held for the accounts of customers in bearer form or registered in “street name,” and will
be the responsibility of such Participant and not of DTC[nor its nominee], Agent, or Issuer, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of redemption proceeds,
distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of Issuer or Agent, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct and Indirect Participants.

[9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through its
Participant, to [Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing the Direct
Participant to transfer the Participant’s interest in the Securities, on DTC’s records, to [Tender/Remarketing]
Agent. The requirement for physical delivery of Securities in connection with an optional tender or a
mandatory purchase will be deemed satisfied when the ownership rights in the Securities are transferred by
Direct Participants on DTC’s records and followed by a book-entry credit of tendered Securities to
[Tender/Remarketing] Agent’s DTC account.]

10. DTC may discontinue providing its services as securities depository with respect to the Securities at any
time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor

securities depository is not obtained, Security certificates are required to be printed and delivered.

11. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, Security certificates will be printed and delivered to DTC.

12. The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.
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FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and delivered by the
Idaho Bond Bank Authority (the “Issuer”) and U.S. Bank National Association, Corporate Trust Department
(the “Dissemination Agent”) in connection with the issuance of the $27,820,000 Revenue Bonds, Series 2008E
(the Series 2008E Bonds). The Series 2008E Bonds are being issued pursuant to a Master Trust Agreement
dated as of December 1, 2004 (the “Master Trust Agreement”), and a Eighth Supplemental Trust Agreement
dated as of November 1, 2008 between the Issuer and U.S. Bank National Association as trustee (collectively
with the Master Trust Agreements, the “Trust Agreement”). Under the Loan Agreements between the
Authority and each Participant, annual reports are required to be furnished to the Dissemination Agent for
dissemination as provided therein. The Issuer covenants and agrees with the Dissemination Agent as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed and
delivered by the Issuer and the Dissemination Agent for the benefit of the Owners and Beneficial Owners of
the Series 2008E Bonds and in order to assist the Participating Underwriters in complying with S.E.C. Rule
15c2-12(b)(5) (the “Rule”).

SECTION 2. Definitions. In addition to the definitions set forth in the Trust Agreement, which apply to any
capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the following
capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as described in,
Sections 3 and 4 of this Disclosure Agreement.

“Beneficial Owner” shall mean any person who has the power, directly or indirectly, to vote or consent
with respect to, or dispose of ownership of any Series 2008E Bonds (including persons holding the Series
2008E Bonds through nominees, depositories or other intermediaries).

“Series 2008E Bonds” means the Issuer’s Revenue Bonds, Series 2008E.

“Disclosure Representative” shall mean the Executive Director of the Issuer or his or her designee, or such
other officer or employee as the Issuer shall designate in writing to the Dissemination Agent from time to
time.

“Dissemination Agent” shall mean U.S. Bank National Association, Corporate Trust Department, which
also acts as Trustee for the Series 2008 Bonds or any successor Dissemination Agent designated in writing
by the Issuer and which has filed with U.S. Bank National Association, acting in its capacity as Trustee for
the Series 2008 Bonds (“Trustee”) a written acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Agreement.

“National Repository” shall mean any Nationally Recognized Municipal Securities Information Repository
or DisclosureUSA for purposes of the Rule. The National Repositories currently approved by the
Securities and Exchange Commission are set forth in Exhibit B.

“Official Statement” means the Official Statement for the Series 2008E Bonds dated November 6, 2008.

“Owner” shall mean the registered owner or holder of the Series 2008E Bonds as designated in the
registration books and records of the Issuer kept and maintained by the Bond Registrar.

“Participating Underwriter” shall mean any of the original underwriters of the Series 2008E Bonds
required to comply with the Rule in connection with offering of the Series 2008E Bonds.
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“Repository” shall mean the National Repository and the State Repository, if any.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” shall mean any public or private repository or entity then designated by the State as a
state repository for the purpose of the Rule and recognized as such by the Securities and Exchange
Commission. Currently there is no such repository so designated for the State of Idaho.

“Trustee” means U.S. Bank National Association as Trustee for the Series 2008E Bonds.
SECTION 3. Provision of Annual Reports.

(@) The Issuer shall, or shall cause the Dissemination Agent to, not later than six months after the
end of the Issuer’s Fiscal Year (presently June 30), commencing with the report for the Fiscal Year
ending June 30, 2008, provide to each Repository, if any, an Annual Report which is consistent with
the requirements of Section 4 of this Disclosure Agreement which may be through the Disclosure USA
filing procedures of the Securities and Exchange Commission. The Annual Report may be submitted
as a single document or as separate documents comprising a package, and may include by reference
other information as provided in Section 4 of this Disclosure Agreement. If the Issuer’s Fiscal Year
changes, it shall give notice of such change in the same manner as for a Listed Event under Section
5(f).

(b) Not later than 15 Business Days prior to the date specified in subsection (a) for providing the
Annual Report to the Repository, the Issuer shall provide the Annual Report to the Dissemination
Agent and the Trustee for the Series 2008E Bonds. If by such date, the Dissemination Agent has not
received a copy of the Annual Report, the Dissemination Agent shall contact the Issuer to determine if
the Issuer is unable to provide the Annual Report in compliance with the first sentence of this
subsection (b).

() If the Dissemination Agent has not received the Annual Report or is unable by the date
specified in Section 3(b) to verify that an Annual Report has been provided to the Repository (if any
then exists) by the date required in subsection (a) the Dissemination Agent shall send a notice to the
Municipal Securities Rulemaking Board and the State Repository, if any, in substantially the form as
Exhibit “A” attached.

(d) The Dissemination Agent (currently the Trustee) shall:

(i) determine each year prior to the date for providing the Annual Report the name and
address of the Municipal Securities Rulemaking Board and any Repository and file the Annual
report as provided in Sections 3(a); and

(if) file a report with the Issuer and the Trustee (in the event the Dissemination Agent is
not the Trustee) certifying that the Annual Report has been provided pursuant to this
Disclosure Agreement, stating the date it was provided and listing all the Repositories to
which it was provided or confirming filing through Disclosure USA; and

(iii) file the annual report, notices of material listed events and other information received
from the Municipalities pursuant to Section 5.9 of the Loan Agreement and perform all
obligations set forth for the Trustee and/or dissemination agent under said Section 5.9. The
Trustee shall continue to perform all of the obligations of the dissemination agent and Trustee
under Section 5.9 of the Loan Agreement regardless of whether the Trustee continues as
Dissemination Agent under this Disclosure Agreement.
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(e) Any filing under this Disclosure Agreement may be made solely by transmitting such filing to
http:/ /www.disclosureusa.org or another “Central Post Office” designated and accepted by the
United States Securities and Exchange Commission.

SECTION 4. Content of Annual Reports. The Issuer’s Annual Report shall contain or include by reference
the following;:

1. The financial statements for the Issuer for the most recently ended Fiscal Year, commencing
with the Fiscal Year ended June 30, 2008. Such financial statements will be prepared, in substantial
conformance with generally accepted accounting principles applicable to governmental entities in the
form required by the State of Idaho. The Issuer will also provide annual information for the State sales
tax account as set forth in the tables under the heading “Security for the Series 2008E Bonds -- State
Sales Tax Account” of the Official Statement.

2. The balance then remaining as of the end of the most recent Fiscal Year of the Issuer for the
Surplus Fund and the Revenue Fund.

Any or all of the items listed above may be included by specific reference to other documents,
including official statements of debt issues of the Issuer or related public entities, which have been submitted
to each of the Repositories or the Securities and Exchange Commission. If the document included by reference
is a final official statement, it must be available from the Municipal Securities Rulemaking Board. The Issuer
shall clearly identify each such other document so included by reference.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be given, notice of the
occurrence of any of the following events with respect to the Series 2008E Bonds, if material:

1. principal and interest payment delinquencies.

2. non-payment related defaults.

3. modifications to rights of Bond Owners.

4. optional, contingent or unscheduled bond calls.

5. defeasances.

6. rating changes.

7. adverse tax opinions or events adversely affecting the tax-exempt status of the Series
2008E Bonds.

8. unscheduled draws on debt service reserves reflecting financial difficulties.

9. unscheduled draws on credit enhancements reflecting financial difficulties.

10. substitution of credit or liquidity providers, or their failure to perform.

11. release, substitution, or sale of property securing repayment of the Series 2008E
Bonds.

(b) The Dissemination Agent shall, within 1 Business Day of obtaining actual knowledge of the
occurrence of any of the Listed Events, contact the Disclosure Representative, inform such person of
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the event, and request that the Issuer promptly notify the Dissemination Agent in writing whether or
not to report the event pursuant to subsection (f).

() Whenever the Issuer obtains knowledge of the occurrence of a Listed Event whether because
of a notice from the Dissemination Agent pursuant to subsection (b) or otherwise, the Issuer shall as
soon as possible determine if such event would be material under applicable federal securities laws.

(d) If the Issuer has determined that knowledge of the occurrence of a Listed Event would be
material under applicable federal securities laws, the Issuer shall promptly notify the Dissemination
Agent in writing. Such notice shall instruct the Dissemination Agent to report the occurrence
pursuant to subsection (f).

(e) If in response to a request under subsection (b) the Issuer determines that the Listed Event
would not be material under applicable federal securities laws, the Issuer shall so notify the
Dissemination Agent in writing and instruct the Dissemination Agent not to report the occurrence
pursuant to subsection (f).

6] If the Dissemination Agent has been instructed by the Issuer to report the occurrence of a
Listed Event, the Dissemination Agent shall file a notice of such occurrence with the Municipal
Securities Rulemaking Board and any National Repository and State Repository. Notwithstanding the
foregoing, notice of Listed Events described in subsections (a)(4) and (5) need not be given under this
subsection any earlier than the notice (if any) of the underlying event is given to Owners of Series
2008E Bonds pursuant to the Trust Agreement.

SECTION 6. Termination of Reporting Obligation. The Issuer’s obligations under this Disclosure
Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Series
2008E Bonds. If such termination occurs prior to the final maturity of the Series 2008E Bonds, the Issuer shall
give notice of such termination in the same manner as for a Listed Event under Section 5(f).

SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a Dissemination
Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may discharge any such
Agent, with or without appointing a successor Dissemination Agent. If the Issuer is not the Dissemination
Agent, the Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the Issuer pursuant to this Disclosure Agreement. The initial Dissemination Agent shall be the
Trustee.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Agreement, the
Issuer and the Dissemination Agent may amend this Disclosure Agreement (and the Dissemination Agent
shall agree to any amendment reasonably requested by the Issuer), and any provision of this Disclosure
Agreement may be waived, provided that the following conditions are satisfied:

(@) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it may only be
made in connection with a change in circumstances that arises from a change in legal requirements,
change in law, or change in the identity, nature or status of an obligated person with respect to the
Series 2008E Bonds, or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of
the original issuance of the Series 2008E Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

() The amendment or waiver either (i) is approved by the Owners of the Series 2008E Bonds in
the same manner as provided in the Trust Agreement for amendments to the Trust Agreement with

the consent of Owners, or (ii) does not, in the opinion of the Dissemination Agent or nationally
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recognized bond counsel, materially impair the interests of the Owners or Beneficial Owners of the
Series 2008E Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the Issuer shall
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation
of the reason for the amendment or waiver and its impact on the type (or, in the case of a change of accounting
principles, on the presentation) of financial information or operating data being presented by the Issuer. In
addition, if the amendment relates to the accounting principles to be followed in preparing financial
statements, (i) notice of such change shall be given in the same manner as for a Listed Event under Section 5(f),
and (ii) the Annual Report for the year in which the change is made should present a comparison (in narrative
form and also, if feasible, in quantitative form) between the financial statements as prepared on the basis of the
new accounting principles and those prepared on the basis of the former accounting principles.

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent the
Issuer from disseminating any other information, using the means of dissemination set forth in this Disclosure
Agreement or any other means of communication, or including any other information in any Annual Report or
notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure Agreement. If
the Issuer chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in
addition to that which is specifically required by this Disclosure Agreement, the Issuer shall have no obligation
under this Agreement to update such information or include it in any future Annual Report or notice of
occurrence of a Listed Event.

SECTION 10. Default. In the event of a failure of the Issuer to comply with any provision of this Disclosure
Agreement, the Trustee for the Series 2008E Bonds may (and, at the request of any Participating Underwriter
or the Owners of at least 25% aggregate principal amount of Outstanding Series 2008E Bonds, shall), or any
Owner or Beneficial Owner of the Series 2008E Bonds may take such actions as may be necessary and
appropriate, including seeking mandate or specific performance by court order, to cause the Issuer to comply
with its obligations under this Disclosure Agreement. A default under this Disclosure Agreement shall not be
deemed an Event of Default under the Trust Agreement, and the sole remedy under this Disclosure
Agreement in the event of any failure of the Issuer to comply with this Disclosure Agreement shall be an
action to compel performance.

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent shall
have only such duties as are specifically set forth in this Disclosure Agreement, and the Issuer agrees to
indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless against
any loss, expense and liabilities which it may incur arising out of or in the exercise or performance of its
powers and duties hereunder, including the costs and expenses (including attorneys fees) of defending against
any claim of liability, but excluding liabilities due to the Dissemination Agent’'s negligence or willful
misconduct. The obligations of the Issuer under this Section shall survive resignation or removal of the
Dissemination Agent and payment of the Series 2008E Bonds.

SECTION 12. Notices. Any notices or communications to or among any of the parties to this Disclosure
Agreement may be given as follows:
To the Issuer: Idaho Bond Bank Authority
Office of the State Treasurer
Room 102 Statehouse
P.O. Box 83720
Boise, Idaho 83720-0091
Attn: Executive Director
(208) 332-2997
FAX (208) 332-2961
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To the Trustee/ U.S. Bank National Association
Dissemination Agent: Corporate Trust Assurance Department
170 South Main Street, Suite 200
Salt Lake City, UT 84101
Telephone: (801) 534-6083
Fax: (801) 534-6013

Any person may, by written notice to the other persons listed above, designate a different address or
telephone number(s) to which subsequent notices or communications should be sent.

SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the Issuer, the
Trustee, the Dissemination Agent, the Participating Underwriters and Owners and Beneficial Owners from
time to time of the Series 2008E Bonds, and shall create no rights in any other person or entity.

SECTION 14. Fees. The Dissemination Agent shall be paid $750.00 per year for its services as Dissemination
Agent under this Disclosure Agreement and $750.00 per year for its services under Section 5.9 of the Loan
Agreements.

SECTION 15. Counterparts. This Disclosure Agreement may be executed in several counterparts, each of
which shall be an original and all of which shall constitute but one and the same instrument.

Date: November 1, 2008.

IDAHO BOND BANK AUTHORITY,
as Issuer

By

U.S. BANK NATIONAL ASSOCIATION,
as Dissemination Agent

By:

Authorized Officer
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EXHIBIT “A”

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Idaho Bond Bank Authority

Name of Bond Issue: Revenue Bonds, Series 2008E

Date of Issuance: November __, 2008

NOTICE IS HEREBY GIVEN that the above-named Issuer has not provided an Annual Report with
respect to the above-named Series 2008E Bonds as required by the Master Trust Agreement dated as of
December 1, 2004 and the Eighth Supplemental Trust Agreement dated as of November 1, 2008. [The Issuer
anticipates that the Annual Report will be filed by N

Dated:

U.S. Bank National Association
as Dissemination Agent

On behalf of the Issuer

C: Issuer
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EXHIBIT “B”

An updated list of Nationally Recognized Municipal Securities Information Repositories approved by
the Securities and Exchange Commission may be found at the following internet address:
http:/ /www.sec.gov/info/municipal /nrmsir.htm.
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APPENDIX E

SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT AND THE FORM OF LOAN
AGREEMENTS

The following summary discussion of selected features of the Master Trust Agreement, the
Eighth Supplemental Trust Agreement (together, with the First, Second, Third, Fourth, Fifth, Sixth and Seventh
Supplemental Agreements, the “Trust Agreement”) and the form of Loan Agreement are made subject to all of
the provisions of such documents and to the discussion of such documents contained elsewhere in this Official
Statement. This summary discussion does not purport to be a complete statement of said provisions and
prospective purchasers of the Bonds are referred to the complete text of the Trust Agreement and the
Municipality Loan Agreements, copies of which are available upon request from U.S. Bank National
Association, Corporate Trust Services, 170 South Main Street, Suite 200, Salt Lake City, Utah 84101. Definitions
of certain terms are provided in Appendix A of this Official Statement.

SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT
Issuance of Bonds

General Provisions for Issuance of Additional Bonds

All (but not less than all) of the Bonds of each Series shall be executed by the Authority for
issuance under the Trust Agreement and delivered to the Trustee and thereupon shall be authenticated by the
Trustee and be delivered to the Authority or upon its order, but with the exception of the 2004A Bonds, only
upon the receipt by the Trustee of the following items (upon which the Trustee may conclusively rely in
determining whether the conditions precedent for the issuance and authentication of such Series of Bonds have
been satisfied):

(a) An executed copy of the Trust Agreement as originally executed and certified to be in
full force and effect;

(b) An opinion of Bond Counsel to the effect that (i) the Trust Agreement constitutes the
valid obligation of the Authority; and (ii) the Bonds of such Series constitute the valid and binding special,
limited obligations of the Authority, payable solely from the Trust Estate and any other additional source of
funds not included in the Trust Estate if so provided in the Trust Agreement or any Supplemental Trust
Agreement;

() A written order of the Authority as to the delivery of such Bonds;

(d) An executed copy of the Supplemental Trust Agreement authorizing such Bonds, which
shall, among other provisions, specify:

(i) the authorized Principal Amount of the Current Interest Bonds of such Series
and the aggregate Initial Amounts for the Capital Appreciation Bonds of each maturity for such
Series, and the Series designation of such Bonds;

(iii) the purpose or purposes for which such Series of Bonds is being issued, which
shall be (1) to provide moneys needed to purchase Municipal Bonds, by depositing into the
Municipal Bond Purchase Fund the proceeds of such Series to be so applied, (2) to refund all or
part of the Bonds of any one or more Series then Outstanding pursuant to the provisions of the
Trust Agreement concerning Refunding Bonds, or (3) to provide moneys needed to refund all or
part of any other Funded Debt, by depositing with the Trustee funds in the necessary amount to
pay or otherwise discharge all liability of Authority with respect to such Funded Debt in
accordance with the terms thereof;

(iv) the date, and the maturity date or dates, of the Bonds of such Series;

v) the interest rate or rates on the Current Interest Bonds of such Series, and
Interest Payment Dates therefor;
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(vi) the dates of compounding interest on the Capital Appreciation Bonds of such
Series, together with an Accreted Value Table for such Capital Appreciation Bonds indicating
the Initial Amount for the smallest Authorized Denomination for such Capital Appreciation
Bonds, the Accreted Value thereof on each date for compounding interest, and the Final
Compounded Amount thereof (which Accreted Value Table shall establish the Accreted Value
of such Capital Appreciation Bonds for each of the dates indicated in such Accreted Value Table
for all purposes of the Trust Agreement, including the payment of such Capital Appreciation
Bonds and the Accreted Value thereof on each compounding date for purposes of determining
the Accreted Value thereof between such compounding dates, and the Accreted Value of such
Capital Appreciation Bonds for any date not indicated on such Accreted Value Table shall be
determined by computing and compounding interest in accordance with the Supplemental
Trust Agreement authorizing such Capital Appreciation Bonds);

(vii) Authorized Denominations of, and the manner of dating, numbering and
lettering, the Bonds of such Series;

(viii)  the Redemption Price or Prices, if any, and the redemption terms for the Bonds
of such Series;

(ix) the Sinking Fund Installments, if any, for the Bonds of such Series, provided
that each Sinking Fund Installment, if any, shall fall upon an Interest Payment Date for such
Bonds;

(x) whether the Bonds of such Series are to be registered in the name of a Securities
Depository, or its nominee, and any provisions appropriate or necessary with respect to the
arrangements made with the Securities Depository for such Bonds in the applicable
Representation Letter;

(xi) the application of the proceeds of the sale of such Bonds including the amount,
if any, to be deposited in the Funds and Accounts; and

(xii)  the forms of the Bonds of such Series and of the Trustee’s certificate of
authentication thereon;

(e) A certificate of an Authorized Representative stating that the Authority is not in default
in the performance of any of the covenants, conditions, agreements or provisions contained in the Trust
Agreement and applicable to the Authority; provided, however, that in the case of Refunding Bonds such
certificate may state that upon the application of the proceeds of such Refunding Bonds in accordance with the
Supplemental Trust Agreement authorizing their issuance, the Authority shall not be in default in the
performance of any of the covenants, conditions, agreements or provisions contained in the Trust Agreement
and applicable to the Authority;

63) A Certificate of the Authority stating that the amount of State Sales Tax Moneys
collected by the State during the most recent Fiscal Year for which audited financial statements are available is at
least equal to 300% of the Aggregate Debt Service for the Sales Tax Secured Debt (including the Additional
Bonds) for the Fiscal Year next succeeding the Fiscal Year in which Additional Bonds are issued; and

(8) With respect to any Series of Refunding Bonds and in lieu of satisfying the requirements
of clause (f), a certificate of an Authorized Representative to the effect that the principal and interest payable on
all Outstanding Bonds in each Fiscal Year after the issuance of such Refunding Bonds, and the application of the
proceeds thereof to the refunding of Bonds, shall not be greater than the principal and interest payable on all
Outstanding Bonds immediately prior to the issuance of such Refunding Bonds.

(h) In the case of a Series of Bonds issued for the purposes described in the provisions of the
Trust Agreement concerning Issuance of Bonds, written evidence that all actions and conditions required precedent
to the discharge of the Funded Debt to be refunded have been taken or exist in accordance with the terms of such
Funded Debt.
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Refunding Bonds

One or more Series of Refunding Bonds may be issued, authenticated and delivered upon
original issuance to refund all Outstanding Bonds of one or more Series or all or any Outstanding Bonds within
a Series. Refunding Bonds shall be issued in a Principal Amount sufficient, together with other moneys available
therefor, to accomplish such refunding including providing amounts for the Costs of Issuance of such
Refunding Bonds and the making of any deposits into the Funds and Accounts required by the provisions of the
Supplemental Trust Agreement authorizing such Series of Refunding Bonds.

Refunding Bonds of each Series shall be authenticated and delivered by the Trustee only upon
receipt by the Trustee (in addition to the documents required by the provisions of the Trust Agreement
concerning General Provisions for Issuance of Additional Bonds) of the following items (upon which receipt the
Trustee may conclusively rely in determining whether the conditions precedent for the issuance and
authentication of such Series of Refunding Bonds have been satisfied):

(@) Irrevocable instructions to the Trustee, satisfactory to it, to give due notice of
redemption, on a redemption date or dates specified in such instructions, of any of the refunded Bonds to be
redeemed prior to maturity;

(b) Irrevocable instructions to the Trustee, satisfactory to it, to give the notice provided for
in the provisions of the Trust Agreement concerning Discharge of Bonds to the Owners of the Bonds being
refunded, if applicable; and

() Either (i) sufficient moneys, or (ii) Government Securities in such principal amounts, of
such maturities, bearing interest at such rate or rates, and otherwise having such terms and qualifications so that
the principal, interest and other payments to be made thereunder shall provide sufficient moneys, or (iii) a
combination of (i) and (ii) shall provide sufficient moneys, in each case, as evidenced by a Certificate of an
Independent Certified Public Account, to effect payment at the applicable Redemption Price of the refunded
Bonds to be redeemed, the purchase price of refunded Bonds tendered for purchase, and of the Principal
Amount of refunded Bonds not to be redeemed or purchased, together with accrued interest on such Current
Interest Bonds to the redemption, purchase, or maturity date or dates, as the case may be, which moneys and
Government Securities shall be held by the Trustee in a separate account irrevocably in trust for the respective
Owners of the Bonds to be refunded.

Subordinated Indebtedness

The Authority may, at any time or from time to time, issue Subordinated Indebtedness for any
purpose of the Authority, subject to the terms and conditions of this section of the Trust Agreement. Such
Subordinated Indebtedness may be payable out of and may be secured by a pledge of Revenues and such
amounts in the Subordinated Indebtedness Fund as may from time to time be available therefor, provided that
any such payment and pledge shall be, and shall be expressed to be, subordinate and junior in all respects to the
payment of the Bonds and the payments required to be made before the payments into the Subordinated
Indebtedness Fund pursuant to the provisions of the Trust agreement concerning Subordinated Indebtedness
Fund and to the lien of the pledge made pursuant to this Trust Agreement as security for the Bonds, and
provided further that, except in the case of Subordinated Indebtedness the proceeds of which will be used to
refund or pay Outstanding Bonds or Subordinated Indebtedness, no such Subordinated Indebtedness may be so
issued except upon receipt by the Trustee of a certificate of an Authorized Representative stating that the
Authority is not, and will not as the result of the issuance of such Subordinated Indebtedness be, in default in
the performance of any of the covenants, conditions, agreements or provisions contained in the Trust
Agreement.

The Subordinated Indebtedness Trust Agreement authorizing each issue of Subordinated
Indebtedness shall contain provisions (which shall be binding on all holders of such Subordinated Indebtedness)
not more favorable to the holders of such Subordinated Indebtedness than the following:

(a) In the event of any insolvency or bankruptcy proceedings, and any receivership,
liquidation, reorganization or other similar proceedings in connection therewith, relative to the Authority or to
its creditors, as such, or to its property, and in the event of any proceedings for voluntary liquidation,
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dissolution or other winding up of the Authority, whether or not involving insolvency or bankruptcy, the
Owners of all Bonds then Outstanding shall be entitled to receive payment in full of the entire Principal Amount
or Redemption Price of and all interest due on such Bonds in accordance with the provisions of the Trust
Agreement before the holders of the Subordinated Indebtedness are entitled to receive any payment from the
Subordinated Indebtedness Fund on account of principal (and premium, if any) or interest upon the
Subordinated Indebtedness.

(b) In the event that any issue of Subordinated Indebtedness is declared due and payable
before its expressed maturity because of the occurrence of an event of default (under circumstances when the
provisions of (i) above shall not be applicable), the Owners of all Bonds Outstanding at the time such
Subordinated Indebtedness so becomes due and payable because of the occurrence of such an event of default
shall be entitled to receive payment in full of the entire Principal Amount or Redemption Price of and all interest
on all such Bonds before the holders of the Subordinated Indebtedness are entitled to receive any accelerated
payment from the Subordinated Indebtedness Fund of principal (and premium, if any) or interest upon the
Subordinated Indebtedness.

() If any Event of Default with respect to the Bonds shall have occurred and be continuing
(under circumstances when the provisions of (a) above shall not be applicable), the Owners of all Bonds then
Outstanding shall be entitled to receive payment in full of the entire Principal Amount or Redemption Price of
and all interest on all such Bonds as the same become due and payable before the holders of the Subordinated
Indebtedness are entitled to receive, subject to the provisions of (e) below, any payment from the Subordinated
Indebtedness Fund of principal (and premium, if any) or interest upon the Subordinated Indebtedness.

(d) Neither the Trustee nor any Owner shall be prejudiced in its right to enforce the
subordination of the payment of Subordinated Indebtedness from the moneys in the Subordinated Indebtedness
Fund by any act or failure to act on the part of the Authority.

(e) The Subordinated Indebtedness may provide that provisions (a), (b), (c) and (d) above
are solely for the purpose of defining the relative rights of the Owners of the Bonds on the one hand, and the
rights of the holders of Subordinated Indebtedness on the other hand, and that nothing therein shall impair, as
between the Authority and the holders of the Subordinated Indebtedness, the obligation of the Authority to pay
the holders thereof the principal thereof and premium, if any, and interest thereon in accordance with the terms
of such Subordinated Indebtedness, nor shall anything therein prevent the holders of the Subordinated
Indebtedness from exercising all remedies otherwise permitted by applicable law or under the Subordinated
Indebtedness or the applicable Subordinated Indebtedness Trust Agreement upon default thereunder, subject to
the rights under (a), (b), c) and (d) above of the Owners of the Bonds to receive cash or securities from the
Subordinated Indebtedness Fund otherwise payable or deliverable to the holders of the Subordinated
Indebtedness; and the Subordinated Indebtedness may provide that, insofar as a trustee or paying agent for
such Subordinated Indebtedness is concerned, the foregoing provisions shall not prevent the application by such
trustee or paying agent of any moneys deposited with such trustee or paying agent for the purpose of the
payment of or on account of the principal (and premium, if any) and interest on such Subordinated
Indebtedness if such trustee or paying agent did not have knowledge at the time of such application that such
payment was prohibited by the foregoing provisions.

Any issue of Subordinated Indebtedness may have such rank or priority with respect to any
other issue of Subordinated Indebtedness as may be provided in the Subordinated Indebtedness Trust
Agreement securing such issue of Subordinated Indebtedness and may contain such other provisions as are not
in conflict with the provisions of the Trust Agreement.

The Trustee shall not be deemed to owe any fiduciary duty to the holders of Subordinated
Indebtedness and shall not be liable to such holders if it shall mistakenly pay over or transfer to Owners of
Bonds, the Authority, or any other person, moneys to which any holder of Subordinated Indebtedness shall be
entitled by virtue of this section of the Trust Agreement or otherwise, provided, however, that the Trustee shall
not be relieved from liability for its own negligent action, its own negligent failure to act, or its own willful
misconduct. The Trustee shall not be deemed to have knowledge of the terms and conditions of any
Subordinated Indebtedness Trust Agreement and may conclusively rely on written directions and requests
signed by an Authorized Representative in making any deposit to or transfer from the Subordinated
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Indebtedness Fund. Notwithstanding any of the provisions of this section of the Trust Agreement or any other
provision of the Trust Agreement, the Trustee shall not at any time be charged with the knowledge of the
existence of any facts which would prohibit the making of any payment of moneys in respect of Subordinated
Indebtedness or any default in the payment of the principal, premium, if any, or interest on any Subordinated
Indebtedness, unless and until the Trustee shall have received written notice thereof at its principal corporate
trust office from the Authority, or, so long as any Bonds remain Outstanding, from the holders of at least ten
percent (10%) in principal amount of any class or category of any Subordinated Indebtedness or any trustee
therefor.

Redemption of Bonds

Terms of Redemption

Each Series of Bonds may be made subject to mandatory or optional redemption prior to their
respective stated maturities, as a whole or in part, at such time or times, upon such terms and conditions and
upon such notice and with such effect as may be provided in the Supplemental Trust Agreement creating such
Series of Bonds.

Selection of Bonds for Redemption

If less than all Outstanding Bonds of the same Series maturing by their terms on any one date
are to be redeemed at any one time, the Trustee shall select the Bonds of such maturity date to be redeemed by
lot and shall promptly notify the Authority in writing of the numbers of the Bonds so selected for redemption.
For purposes of such selection, Bonds shall be deemed to be composed of multiples of minimum Authorized
Denominations and any such multiple may be separately redeemed. In the event Term Bonds are designated for
redemption, the Authority may designate which sinking account payments are allocated to such redemption.

Notice of Redemption; Cancellation; Effect of Redemption

Unless otherwise specified in a Supplemental Trust Agreement, notice of redemption shall be
mailed by first-class mail by the Trustee, not less than thirty (30) nor more than sixty (60) days prior to the
redemption date to (i) the respective Bond Owners of the Bonds designated for redemption at their addresses
appearing on the registration books of the Trustee, (ii) the Securities Depositories and (iii) one or more
Information Services. Notice of redemption to the Securities Depositories and the Information Services shall be
given by registered mail or overnight delivery or facsimile transmission or by such other method acceptable to
such institutions. Each notice of redemption shall state the date of such notice, the date of issue of the Bonds, the
Series, the redemption date, the Redemption Price, the place or places of redemption (including the name and
appropriate address of the Trustee), the CUSIP number (if any) of the maturity or maturities, and, if less than all
of any such maturity is to be redeemed, the distinctive certificate numbers of the Bonds of such maturity, to be
redeemed and, in the case of Bonds to be redeemed in part only, the respective portions of the principal amount
thereof to be redeemed. Each such notice shall also state that on said date there will become due and payable on
each of said Bonds the redemption price thereof, together with interest accrued thereon to the redemption date,
and that from and after such redemption date interest thereon shall cease to accrue, and shall require that such
Bonds be then surrendered at the address of the Trustee specified in the redemption notice. Failure to receive
such notice or any defect in such notice shall not invalidate any of the proceedings taken in connection with such
redemption.

The Authority may, at its option, prior to the date fixed for redemption in any notice of
redemption rescind and cancel such notice of redemption by Written Request to the Trustee and the Trustee
shall mail notice of such cancellation to the recipients of the notice of redemption being cancelled.

If notice of redemption has been duly given as aforesaid or as otherwise specified in a
Supplemental Trust Agreement, and money for the payment of the redemption price of the Bonds called for
redemption is held by the Trustee, then on the redemption date designated in such notice Bonds so called for
redemption shall become due and payable, and from and after the date so designated interest on such Bonds
shall cease to accrue, and the Bond Owners of such Bonds shall have no rights in respect thereof except to
receive payment of the redemption price thereof.
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All Bonds redeemed pursuant to the provisions of the Trust Agreement concerning Redemption
of Bonds shall be cancelled by the Trustee and shall be destroyed with a certificate of destruction furnished to
the Authority upon its request and shall not be reissued.

Establishment of Funds and Application Thereof

Fund and Accounts

The following Funds and Accounts are established under the Trust Agreement: Municipal
Bond Purchase Fund, held by the Trustee, Costs of Issuance Fund, held by the Trustee, Revenue Fund including
the Principal Account and Interest Account, held by the Trustee, Subordinated Indebtedness Fund, held by the
Trustee, and Surplus Fund, held by the Authority.

Application of Revenues; Flow of Funds

All Revenues and any other amounts (including proceeds of the sale of the Bonds) held by the
Trustee in any fund or account established under the Trust Agreement (other than amounts on deposit in the
Rebate Fund created pursuant to the provision of the Trust Agreement concerning Tax Covenants and Rebate
Fund) are thereby irrevocably pledged to the payment of the interest on and principal of the Bonds as provided
therein, and the Revenues and other amounts pledged under the Trust Agreement shall not be used for any
other purpose while any of the Bonds remain Outstanding; provided, however, that out of the Revenues and
other moneys there may be applied such sums for such purposes as are permitted thereunder. This pledge shall
constitute a pledge of and charge and lien upon the Revenues, which pledge of and charge and lien upon the
Revenues is on a parity with any pledge of and charge and lien of Funded Debt, and all other moneys on deposit
in the funds and accounts established thereunder (excluding amounts on deposit in the Rebate Fund created
pursuant to the provisions of the Trust Agreement concerning Tax Covenants and Rebate Fund) for the payment
of the interest on and principal of the Bonds in accordance with the terms thereof and of the Trust Agreement.
The pledge of and charge and lien upon State Sales Tax Revenues, however, shall be subordinate to the bonds
outstanding on the effective date of the Act secured by State Sales Tax Moneys and tax anticipation notes
currently outstanding or subsequently issued pursuant to Section 63-3202, Idaho Code.

The Authority thereby assigns to the Trustee all of the Authority’s right, title and interest in the
Municipal Bonds as security for payment of the Bonds. All payments on the Municipal Bonds shall be paid
directly by each Municipality to the Trustee. Moneys received by the Trustee attributable to a Municipality shall
not be used in any manner (directly or indirectly) to make up any deficiency in repayment of any other
Municipality’s Municipal Bond.

In order to carry out and effectuate the pledge, charge and lien contained in the Trust
Agreement, the Authority agrees and covenants that all Revenues and all other amounts pledged thereunder
when and as received shall be received by the Authority in trust thereunder for the benefit of the Bond Owners
and shall be transferred when and as received by the Authority to the Trustee for deposit in the Revenue Fund,
which fund is thereby created and which fund the Authority thereby agrees and covenants to maintain in trust
for Bond Owners so long as any Bonds shall be Outstanding thereunder, subject to allocation required in the
next sentence. The Authority shall also, from Revenues, pay to the party entitled thereto or transfer or cause to
be transferred to any applicable debt service or other payment fund or account for any Funded Debt, without
preference or priority between transfers made pursuant to this sentence and the preceding sentence, on the dates
specified in the issuing instrument relating to such Funded Debt, the sum or sums required to be paid or
deposited in such debt service or other payment fund or account with respect to principal, premium, if any, and
interest on Funded Debt in accordance with the terms of such Funded Debt.

Subject to the provisions of the Trust Agreement concerning Subordinated Indebtedness Fund,
all Revenues and all other amounts pledged thereunder shall be accounted for through and held in trust in the
Revenue Fund, and the Authority shall have no beneficial right or interest in any of the Revenues except only as
therein provided. All Revenues and all other amounts pledged under the Trust Agreement, whether received
by the Authority in trust or deposited with the Trustee as therein provided, shall nevertheless be allocated,
applied and disbursed solely to the purposes and uses thereinafter in the provisions of the Trust Agreement
concerning Establishment of Funds and Application thereof set forth, and shall be accounted for separately and
apart from all other accounts, funds, money or other resources of the Authority.
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Within the Revenue Fund there shall be established separate, segregated accounts for each
Series of Bonds.

Establishment and Maintenance of Accounts for Use of Money in the Revenue Fund

All money in the Revenue Fund shall be set aside by the Trustee in the following respective
special accounts or funds within the Revenue Fund (each of which is thereby created and each of which the
Authority thereby covenants and agrees to cause to be maintained) in the following order of priority:

(1) Interest Account, and
(2) Principal Account.

All money in each of such accounts shall be held in trust by the Trustee and shall be applied, used and
withdrawn only for the purposes authorized in the provisions of the Trust Agreement concerning the
Establishment of Funds and Application thereof.

Interest Account. At least fifteen (15) days before each Interest Payment Date, the Trustee shall
set aside from the Revenue Fund and deposit in the Interest Account that amount of money sufficient to pay the
amount of interest becoming due and payable on all Outstanding Bonds on the next succeeding Interest
Payment Date.

No deposit need be made in the Interest Account if the amount contained therein and available
to pay interest on the Bonds is at least equal to the aggregate amount of interest becoming due and payable on
all Outstanding Bonds on such Interest Payment Date.

All money in the Interest Account shall be used and withdrawn by the Trustee solely for the
purpose of paying the interest on the Bonds as it shall become due and payable (including accrued interest on
any Bonds purchased or redeemed prior to maturity).

Principal Account. At least fifteen (15) days before each Principal Payment Date, the Trustee
shall set aside from the Revenue Fund and deposit in the Principal Account an amount of money equal to the
amount of all sinking fund payments required to be made on such Principal Payment Date, into the respective
sinking fund accounts for all Outstanding Term Bonds and the principal amount of all Outstanding Serial Bonds
maturing on such Principal Payment Date.

No deposit need be made in the Principal Account if the amount contained therein and available
to pay principal of the Bonds is at least equal to the aggregate amount of the principal of all Outstanding Serial
Bonds maturing by their terms on such Principal Payment Date plus the aggregate amount of all sinking fund
payments required to be made on such Principal Payment Date for all Outstanding Term Bonds.

The Trustee shall establish and maintain within the Principal Account a separate subaccount for
the Term Bonds of each maturity, designated as the “Sinking Account” (the “Sinking Account”), inserting
therein the maturity (if more than one such account is established for the Bonds) designation of such Bonds.
With respect to each Sinking Account, on each mandatory sinking account payment date established for such
Sinking Account, the Trustee shall apply the mandatory sinking account payment required on that date to the
redemption (or payment at maturity, as the case may be) of Term Bonds of the maturity for which such Sinking
Account was established, upon the notice and in the manner provided in the provisions of the Trust Agreement
concerning Redemption of Bonds; provided that, at any time prior to selection of Bonds for redemption, the
Trustee may, upon the Written Request of the Authority, apply moneys in such Sinking Account to the purchase
of Term Bonds of such maturity at public or private sale, as and when and at such prices (including brokerage
and other charges, but excluding accrued interest, which is payable from the Interest Account), as may be
directed by the Authority, except that the purchase price (excluding accrued interest) shall not exceed the
redemption price that would be payable for such Bonds upon redemption by application of such mandatory
sinking account payment. If, during the twelve (12) month period immediately preceding said mandatory
sinking account payment date, the Trustee has purchased Term Bonds of such maturity with moneys in such
Sinking Account, such Bonds so purchased shall be applied, to the extent of the full principal amount thereof, to
reduce said mandatory sinking account payment.

Appendix E - Summary of Certain Provisions of the Trust Agreement and the Form of Loan Agreement-7



All money in the Principal Account shall be used and withdrawn by the Trustee solely for the
purpose of paying the principal of the Bonds as it shall become due and payable, whether at maturity or
redemption, except that any money in any Sinking Account shall be used and withdrawn by the Trustee only to
purchase or to redeem or to pay Term Bonds for which such Sinking Account was created.

The Trustee shall withdraw from the Revenue Fund and deposit in the Subordinated
Indebtedness Fund the amount, if any, required to be deposited therein pursuant to each Subordinated
Indebtedness Trust Agreement to pay the principal, redemption price, and purchase price of, and interest on,
Subordinated Indebtedness which will accrue to the end of such month, and any amounts required to replenish
any reserve fund with respect to such Subordinated Indebtedness, in such amounts as shall be specified in a
written request signed by an Authorized Representative.

On June 30 of each year, after making the deposits to the Principal Account and the Subordinate
Indebtedness Fund as required by this section of the Trust Agreement, the Trustee may withdraw from the
Revenue Fund and deposit in the Surplus Fund the balance, if any, of moneys remaining in the Revenue Fund.

Subordinated Indebtedness Fund

Amounts in the Subordinated Indebtedness Fund shall, in accordance with written directions
signed by an Authorized Representative, be transferred by the Trustee to the trustee or paying agent for
Subordinated Indebtedness to be applied as provided in the applicable Subordinated Indebtedness Trust
Agreements in amounts necessary to pay the principal, redemption price, and purchase price of, and interest on,
Subordinated Indebtedness, and the fees and expenses of each trustee and paying agent under a Subordinated
Indebtedness Trust Agreement. The Trustee may conclusively rely on such written directions of an Authorized
Representative in making such transfer and shall not be charged with knowledge of the terms and conditions of
any Subordinated Indebtedness.

If on any date the amount in the Revenue Fund shall be less than the requirement of such
Revenue Fund pursuant to the provisions of the Trust Agreement concerning the Establishment of Funds and
Application thereof, and there shall not be on deposit in the Surplus Fund available moneys sufficient to cure
any such deficiency, then the Trustee, before making any transfers required by the first paragraph of this section
of the Trust Agreement, shall withdraw from the Subordinated Indebtedness Fund and deposit in the Revenue
Fund the amount necessary (or all the moneys in the Subordinated Indebtedness Fund, if less than the amount
required) to make up any such deficiency.

Surplus Fund

If on any date the amount in the Revenue Fund shall be less than the requirement of such Fund
pursuant to the provisions of the Trust Agreement concerning the Establishment and Maintenance of Accounts
for Use of Money in Revenue Fund, or the amount in the Subordinated Indebtedness Fund shall be less than the
requirement of such Fund pursuant to the provisions of the Trust Agreement concerning Subordinated
Indebtedness Fund, then the Authority shall transfer to the Trustee from the Surplus Fund; first to the Revenue
Fund, second to the Subordinated Indebtedness Fund, and third to the Rebate Fund, as the case may be, the
amount necessary (or all the moneys in the Surplus Fund if less than the amount necessary) to make up any
such deficiency.

Amounts in the Surplus Fund not required to meet a deficiency as required in the first
paragraph of this section of the Trust Agreement shall, upon a determination of the Authority, be applied to or
set aside for any one or more of the following:

(@) to reimburse the State for any State Sales Tax Revenues;
(b) payment of any fees or expenses of the Authority;
() the purchase or redemption of any Bonds, expenses in connection with the purchase or

redemption of any Bonds, or the establishment or augmentation of any reserves which the Authority determines
shall be required in connection with the Bonds;

(d) payment into the Subordinated Indebtedness Fund;
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(e) the purchase or redemption of any Subordinated Indebtedness, expenses in connection
with the purchase or redemption of any Subordinated Indebtedness, or the establishment or augmentation of
any reserves which the Authority determines shall be required in connection with any Subordinated
Indebtedness; and

) any lawful purpose free and clear of any trust, lien, pledge or assignment securing
Bonds or otherwise existing under the Trust Agreement, including any use required by a financing document
establishing a Parity Lien, so long as such expenditure does not affect the exclusion from gross income of the
interest on the Bonds under Section 103 of the Code.

Additional Accounts

The Trustee and the Paying Agent may create such other funds, accounts and subaccounts as
they may deem necessary to carry out their duties under the Trust Agreement.

State Intercept Procedures; Sales Tax Account Pledge

State Intercept Procedures

If, as a result of the failure of a Municipality to make payment on its Municipal Bonds in a
timely manner, there are not sufficient funds available necessary to pay debt service on the Bonds, at least ten
(10) days before the Payment Date of the Bonds, the Trustee shall notify the Authority and the State Treasurer
by: (i) Telephone; (ii) a writing sent by facsimile transmission; and (iii) a writing sent by first-class United States
mail.

Except for Bonds issued prior to July 1, 2008, where the Authority has, at the time of issuance,
designated all or a portion of a series of the Bonds for one or more Municipalities as not subject to the intercept
under Section 67-8728, Idaho Code, upon receipt of the notice provided in the first paragraph above, the State
Treasurer is required by Section 67-8727(1)(e) of the Act to immediately intercept any payments from: (i) the
receipts of any payment of property taxes; or (ii) sales tax moneys that would be distributed pursuant to
Section 63-3638, Idaho Code; or (iii) any other source of operating moneys provided by the State to the
Municipality that issued the Municipal Bonds that would otherwise be paid to the Municipality by the State.

In the event the Authority has, prior to July 1, 2008, at the time of issuance, designated all or a
portion of a series of Bonds for one or more Municipalities as not subject to the intercept under Section 67-8728,
Idaho Code, or if the State Treasurer will be unable to transfer sufficient intercepted payments for full payment
of principal of and interest on the Bonds, the State Treasurer is required, pursuant to Section 67-8727(1)(e)(ii)(A)
of the Act, to give notice to the State Tax Commission certifying the amount of the deficiency, at least five (5)
days prior to the Payment Date of the Bonds.

Upon receipt of the funds, if any, from the State Treasurer pursuant to the second paragraph
above, the Trustee shall deposit the funds in the Revenue Fund for the Bonds until there are sufficient amounts
on deposit to pay principal of and interest on the Bonds on the Payment Date, and then to the State for
reimbursement of any moneys transferred from the State sales tax account pursuant to Section 67-8716, Idaho
Code, to pay debt service on the Bonds on the Payment Date, together with any interest or penalties established
pursuant to Section 67-8725, Idaho Code.

Sales Tax Account

If the Authority has, prior to July 1, 2008, at the time of issuance, designated all or a portion of a
series of Bonds for one or more Municipalities as not subject to the intercept under Section 67-8728, Idaho Code,
or if moneys expected to be intercepted pursuant to the provisions of the Trust Agreement concerning State
Intercept Procedures are expected to be insufficient to reimburse the State for its payments in respect of the
Municipal Bonds, the State Treasurer shall certify to and give notice to the State Tax Commission of the amount
of the deficiency pursuant to the provisions of the Trust Agreement concerning State Intercept Procedures.

After receipt of the certified notice from the State Treasurer, the State Tax Commission shall
pursuant to the Act: (i) Immediately fix the amount necessary and in the amount of the deficiency stated in the
notice; and (ii) Cause moneys to be transferred from the State Sales Tax Account pursuant to Section 63-3638,
Idaho Code, and deposited in the Bond Bank Authority Fund; provided however, that in no event shall a
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transfer of moneys from the State Sales Tax Account impede or otherwise affect the payment of sales tax moneys
pledged for the payment on other bonds outstanding on the effective date of the Act or subsequently issued as
tax anticipation notes pursuant to Section 63-3202, Idaho Code.

Moneys transferred from the State Sales Tax Account to the Bond Bank Authority Fund shall be
transferred by the Authority to the Trustee and deposited in the Revenue Fund and applied to pay principal of
and interest on the Bonds pursuant to the provisions of the Trust Agreement concerning the Establishment and
Maintenance of Accounts for Use of Money in the Revenue Fund.

Covenants of the Authority

Punctual Payment and Performance

The Authority will punctually pay out of the Revenues the interest on and principal of and
redemption premiums, if any, to become due on every Bond issued under the Trust Agreement in strict
conformity with the terms thereof and of the Bonds, and will faithfully observe and perform all the agreements
and covenants to be observed or performed by the Authority contained therein and in the Bonds.

Against Encumbrances

The Authority will not make any pledge or assignment of or place any charge or lien upon the
Revenues except as provided in the provisions of the Trust Agreement concerning Issuance of Bonds and
Permitted Encumbrances therein, and will not issue any bonds, notes or obligations payable from the Revenues
or secured by a pledge of or charge or lien upon the Revenues except as provided therein.

Tax Covenants; Rebate Fund

In addition to the funds and accounts created pursuant to the provisions of the Trust Agreement
concerning Funds and Accounts, the Trustee shall establish and maintain a fund separate from any other fund
or account established and maintained thereunder designated as the Rebate Fund. There shall be deposited in
the Rebate Fund such amounts as are required to be deposited therein pursuant to the Tax Certificate. All
money at any time deposited in the Rebate Fund shall be held by the Trustee in trust, to the extent required to
satisfy the Rebate Requirement (as defined in the Tax Certificate), for payment to the United States of America.
Notwithstanding the provisions of the Trust Agreement concerning Application of Revenues and Flow of Funds
relating to the pledge of Revenues, the allocation of money in the Revenue Fund, the investments of money in
any fund or account and the defeasance of Outstanding Bonds, all amounts required to be deposited into or on
deposit in the Rebate Fund shall be governed exclusively by this section of the Trust Agreement and by the Tax
Certificate (which is incorporated in the Trust Agreement by reference). The Trustee shall be deemed
conclusively to have complied with such provisions if it follows the written directions of the Authority, and
shall have no liability or responsibility to enforce compliance by the Authority with the terms of the Tax
Certificate.

Any funds remaining in the Rebate Fund with respect to a Series of Bonds after redemption and
payment of all such Series of Bonds and all other amounts due under the Trust Agreement relating to such
Series of Bonds, or provision made therefor satisfactory to the Trustee, including accrued interest and payment
of any applicable fees and expenses of the Trustee and satisfaction of the Rebate Requirement (as defined in the
Tax Certificate), shall be withdrawn by the Trustee and remitted to or upon the direction of the Authority.

The Authority shall not use or permit the use of any proceeds of the Bonds or any funds of the
Authority, directly or indirectly, to acquire any securities or obligations, and shall not take or permit to be taken
any other action or actions, which would cause any of the Bonds to be an “arbitrage bond” within the meaning
of Section 148 of the Code, “private activity bond” within the meaning of Section 141(a) of the Code, or
“federally guaranteed” within the meaning of Section 149(b) of the Code and any such applicable requirements
promulgated from time to time thereunder and under Section 103(c) of the Internal Revenue Code of 1954, as
amended. The Authority shall observe and not violate the requirements of Section 148 of the Code and any such
applicable regulations. The Authority shall comply with all requirements of Sections 148 and 149(b) of the Code
to the extent applicable to the Bonds. In the event that at any time the Authority is of the opinion that for
purposes of this section of the Trust Agreement it is necessary to restrict or to limit the yield on the investment
of any moneys held by the Trustee under the Trust Agreement, the Authority shall so instruct the Trustee under
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the Trust Agreement in writing, and the Trustee shall take such action as may be necessary in accordance with
such instructions.

Authority and the Trustee (as directed by the Authority) specifically covenant to comply with
the provisions and procedures of the Tax Certificate; provided that the Trustee shall not be bound by this
covenant if an Event of Default has occurred and is continuing.

The Authority shall not use or permit the use of any proceeds of the Bonds or any funds of the
Authority, directly or indirectly, in any manner, and shall not take or omit to take any action that would cause
any of the Bonds to be treated as an obligation not described in Section 103(a) of the Code.

Notwithstanding any provisions of this section of the Trust Agreement, if the Authority shall
provide to the Trustee an Opinion of Bond Counsel that any specified action required under this section of the
Trust Agreement or the Tax Certificate is no longer required or that some further or different action is required
to maintain the exclusion from federal income tax of interest on the Bonds, the Trustee and the Authority may
conclusively rely on such opinion in complying with the requirements of this section of the Trust Agreement,
and, notwithstanding the provisions of the Trust Agreement concerning the Trustee, the covenants under the
Trust Agreement shall be deemed to be modified to that extent.

The foregoing provisions of this section of the Trust Agreement shall not be applicable to any
Series of Bonds or the proceeds thereof that the Authority determines upon the issuance thereof are to be taxable
bonds, the interest on which is intended to be included in the gross income of the Owner thereof for federal
income tax purposes.

Accounting Records and Reports

The Authority will keep or cause to be kept proper books of record and accounts in which
complete and correct entries shall be made of all transactions relating to the receipts, disbursements, allocation
and application of the Revenues, and such books shall be available for inspection by the Trustee at reasonable
hours and under reasonable conditions. Not more than nine months after the close of each Fiscal Year, the
Authority shall furnish or cause to be furnished to the Trustee a complete financial statement covering receipts,
disbursements, allocation and application of Revenues for such Fiscal Year. The Authority shall also keep or
cause to be kept such other information as required under the Tax Certificate.

Prosecution and Defense of Suits

The Authority will defend against every suit, action or proceeding at any time brought against
the Trustee upon any claim to the extent arising out of the receipt, application or disbursement of any of the
Revenues or to the extent involving the failure of the Authority to fulfill its obligations under the Trust
Agreement; provided, that the Trustee or any affected Bond Owner at its election may appear in and defend any
such suit, action or proceeding. The Authority will indemnify and hold harmless the Trustee against any and all
liability claimed or asserted by any person to the extent arising out of such failure by the Authority, and will
indemnify and hold harmless the Trustee against any reasonable attorney’s fees or other reasonable expenses
which it may incur in connection with any litigation to which it may become a party by reason of its actions
under the Trust Agreement, except for any loss, cost, damage or expense resulting from the negligence or willful
misconduct by the Trustee. Notwithstanding any contrary provision of the Trust Agreement, this covenant shall
remain in full force and effect even though all Bonds secured thereby may have been fully paid and satisfied.

Further Assurances

Whenever and so often as reasonably requested to do so by the Trustee or any Bond Owner, the
Authority will promptly execute and deliver or cause to be executed and delivered all such other and further
assurances, documents or instruments, and promptly do or cause to be done all such other and further things as
may be necessary or reasonably required in order to further and more fully vest in the Bond Owners all rights,
interests, powers, benefits, privileges and advantages conferred or intended to be conferred upon them by the
Trust Agreement.
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Covenants Regarding Municipal Bonds

Each Municipal Bond shall contain the following provisions:

(@) In the event the Municipality is unable to transfer the scheduled debt service payment
on its Municipal Bond to the Trustee the Municipality shall, at least fifteen (15) days before the scheduled
payment date, notify the Trustee and the State Treasurer of such non-payment by telephone, a writing sent by
facsimile transmission, and a writing sent by first-class United States mail.

(b) Except where the Authority has, at the time of issuance, designated a series of the Bonds
as not subject to the intercept under Section 67-8728, Idaho Code, the Municipality shall consent and agree to the
State interpret procedures contained in Section 67-8727, Idaho Code.

Amendments to Municipal Bonds

The Authority shall not supplement, amend, modify or terminate any of the terms of the
Municipal Bonds, or consent to any such supplement, amendment, modification or termination, without the
prior written consent of the Trustee. The Trustee shall give such written consent if such supplement,
amendment, modification or termination (a) will not materially adversely affect the interests of the Bond
Owners or result in any material impairment of the security thereby given for the payment of the Bonds, (b) is to
add to the agreements, conditions, covenants and terms required to be observed or performed thereunder by
any party thereto, or to surrender any right or power therein reserved to the Authority, (c) is to cure, correct or
supplement any ambiguous or defective provision contained therein, or (d)if the Trustee first obtains the
written consent of the Bond Owners of a majority in principal amount of the Bonds then Outstanding to such
supplement, amendment, modification or termination; provided, that no such supplement, amendment,
modification or termination shall reduce the amount of payments to be made to the Authority or the Trustee by
the Municipalities pursuant to the Municipal Bonds, or extend the time for making such payments, or permit the
creation of any lien prior to or on a parity with the lien created by the Trust Agreement on the Municipal Bonds
in each case without the written consent of all of the Bond Owners of the Bonds then Outstanding. The Trustee
may consult with counsel, who may be counsel to the Authority, with regard to legal questions regarding such
amendments and may rely on a written opinion of such counsel in making the determination pursuant to this
section of the Trust Agreement.

State Pledges

Pursuant to Section 67-8724 of the Idaho Code, the State pledges and agrees with the Owners of
the Bonds that it will not limit or alter the rights vested in the Authority by the Act to fulfill the terms of any
agreements made with such Owners, or in any way impair the security, rights and remedies of the Owners of
the Bonds until the Bonds, together with the interest thereon, are fully paid and discharged. The State pledges
to and agrees with the Owners of the Bonds that the State will not alter, impair or limit the rights vested by the
sales tax account pledge provided in Sections 67-8716 and 63-3638, Idaho Code, with respect to the Bonds until
the Bonds, together with applicable interest, are fully paid and discharged.

Compliance with Continuing Disclosure Agreement

The Authority thereby covenants that it will comply with and carry out all of the provisions of
the Continuing Disclosure Agreement. Notwithstanding any other provision of the Trust Agreement, failure of
the Authority to comply with the Continuing Disclosure Agreement shall not be considered an Event of Default;
however, the Trustee may (and, at the request of any Participating Underwriter (as defined in the Continuing
Disclosure Agreement) or the Bond Owners of at least 25% aggregate principal amount in Outstanding Bonds,
and upon receipt of indemnification satisfactory to it, shall) or any Bond Owner or Beneficial Owner may take
such actions as may be necessary and appropriate, including seeking mandate or specific performance by court
order, to cause the Authority to comply with its obligations under this section of the Trust Agreement. For
purposes of this section of the Trust Agreement, “Beneficial Owner” means any person which has or shares the
power, directly or indirectly, to make investment decisions concerning ownership of any Bonds (including
persons holding Bonds through nominees, depositories or other intermediaries).
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Permitted Encumbrances

The Authority will not create or suffer to be created any pledge, lien or charge senior to the lien
of the Trust Agreement upon all or any part of the Revenues.

Notwithstanding any other provision of the Trust Agreement, the Authority may incur Funded
Debt, subject to the following conditions:

(a) The Authority shall be in full compliance with all covenants and undertakings set forth
in the Trust Agreement or any Supplemental Trust Agreement; and

(b) There shall be delivered a Certificate of the Authority evidencing satisfaction of the
provisions of the Trust Agreement concerning General Provisions for Issuance of Additional Bonds.

The Authority may issue Subordinated Indebtedness pursuant to the provisions of the Trust
Agreement concerning Subordinated Indebtedness.

Events of Default and Remedies of Bond Owners

Events of Default

The following events shall be Events of Default:

(a) if default shall be made by the Authority in the due and punctual payment of the
interest on any Bond when and as the same shall become due and payable;

(b) if default shall be made by the Authority in the due and punctual payment of the
principal of or redemption premium, if any, on any Bond when and as the same shall become due and payable,
whether at maturity as therein expressed or by proceedings for redemption;

(c) if default shall be made by the Authority in the performance of any of the other
agreements or covenants required in the Trust Agreement to be performed by the Authority, and such default
shall have continued for a period of thirty (30) days after the Authority shall have been given notice in writing of
such default by the Trustee; provided, it shall not constitute an Event of Default under this subsection of the Trust
Agreement if the default cannot practicably be remedied within thirty (30) days after the Authority receives
notice of the default, so long as the Authority promptly commences reasonable action to remedy the default
after the notice is received, and continues reasonable action to remedy the default until the default is remedied;
or

(d) if the Authority shall file a petition or answer seeking arrangement or reorganization
under the federal bankruptcy laws or any other applicable law of the United States of America or any state
therein, or if a court of competent jurisdiction shall approve a petition filed with or without the consent of the
Authority seeking arrangement or reorganization under the federal bankruptcy laws or any other applicable law
of the United States of America or any state therein, or if under the provisions of any other law for the relief or
aid of debtors any court of competent jurisdiction shall assume custody or control of the Authority or of the
whole or any substantial part of its property.

The Trustee shall promptly notify all Bondholders by first class mail of any such event of default
which is continuing of which a Responsible Officer has actual knowledge or written notice.

Institution of Legal Proceedings by Trustee

If one or more of the Events of Default shall happen and be continuing, the Trustee may, and
upon the written request of the Bond Owners of a majority in principal amount of the Bonds then Outstanding,
and in each case upon being indemnified to its reasonable satisfaction therefor, shall, proceed to protect or
enforce its rights or the rights of the Bond Owners of Bonds under the Trust Agreement by a suit in equity or
action at law, either for the specific performance of any covenant or agreement contained in the Trust
Agreement, or in aid of the execution of any power granted under Trust Agreement, or by mandamus or other
appropriate proceeding for the enforcement of any other legal or equitable remedy as the Trustee shall deem
most effectual in support of any of its rights and duties thereunder, including but not limited to actions against
the State Treasurer and State Tax Commission to enforce its obligations under the Act.
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Non-Waiver

Nothing in the provisions of the Trust Agreement concerning Events of Default and Remedies
of Bond Owners or in any other provision thereof or in the Bonds shall affect or impair the obligation of the
Authority, which is absolute and unconditional, to pay the interest on and principal of and redemption
premiums, if any, on the Bonds to the respective Bond Owners of the Bonds at the respective dates of maturity
or upon prior redemption as provided in the Trust Agreement from the Revenues as provided therein pledged
for such payment, or shall affect or impair the right of such Bond Owners, which is also absolute and
unconditional, to institute suit to enforce such payment by virtue of the contract embodied therein and in the
Bonds.

A waiver of any default or breach of duty or contract by the Trustee or any Bond Owner shall
not affect any subsequent default or breach of duty or contract or impair any rights or remedies on any such
subsequent default or breach of duty or contract. No delay or omission by the Trustee or any Bond Owner to
exercise any right or remedy accruing upon any default or breach of duty or contract shall impair any such right
or remedy or shall be construed to be a waiver of any such default or breach of duty or contract or an
acquiescence therein, and every right or remedy conferred upon the Bond Owners by the Act or by the
provisions of the Trust Agreement concerning Events of Default and Remedies of Bond Owners may be
enforced and exercised from time to time and as often as shall be deemed expedient by the Trustee or the Bond
Owners.

If any action, proceeding or suit to enforce any right or exercise any remedy is abandoned, the
Authority, the Trustee and any Bond Owner shall be restored to their former positions, rights and remedies as if
such action, proceeding or suit had not been brought or taken.

Actions by Trustee as Attorney-in-Fact

Any action, proceeding or suit which any Bond Owner shall have the right to bring to enforce
any right or remedy under the Trust Agreement may be brought by the Trustee for the equal benefit and
protection of all Bond Owners, whether or not the Trustee is a Bond Owner, and the Trustee is thereby
appointed (and the successive Bond Owners, by taking and holding the Bonds issued thereunder, shall be
conclusively deemed to have so appointed it) the true and lawful attorney-in-fact of the Bond Owners for the
purpose of bringing any such action, proceeding or suit and for the purpose of doing and performing any and
all acts and things for and on behalf of the Bond Owners as a class or classes as may be advisable or necessary in
the opinion of the Trustee as such attorney-in-fact.

Remedies Not Exclusive

No remedy in the Trust Agreement conferred upon or reserved to the Bond Owners is intended
to be exclusive of any other remedy, and each such remedy shall be cumulative and shall be in addition to every
other remedy given thereunder or now or thereafter existing at law or in equity or by statute or otherwise and
may be exercised without exhausting and without regard to any other remedy conferred by the Act or any other
law.

Limitation on Bond Owners’ Right to Sue

No Bond Owner of any Bond issued under the Trust Agreement shall have the right to institute
any suit, action or proceeding at law or equity, for any remedy under or upon the Trust Agreement, unless
(a) such Bond Owner shall have previously given to the Trustee written notice of the occurrence of an event of
default as defined in the provisions of the Trust Agreement concerning Events of Default; (b) the Bond Owners
of at least a majority in aggregate principal amount of all the Bonds then Outstanding shall have made written
request upon the Trustee to exercise the powers thereinbefore granted or to institute such suit, action or
proceeding in its own name; (c) said Bond Owners shall have tendered to the Trustee reasonable security or
indemnity against the costs, expenses and liabilities to be incurred in compliance with such request; and (d) the
Trustee shall have refused or omitted to comply with such request for a period of sixty (60) days after such
request shall have been received by, and said tender of indemnity shall have been made to, the Trustee.

Such notification, request, tender of indemnity and refusal or omission are thereby declared, in
every case, to be conditions precedent to the exercise by any Bond Owner of Bonds of any remedy under the
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Trust Agreement; it being understood and intended that no one or more Bond Owners of Bonds shall have any
right in any manner whatever by his or their action to enforce any right under the Trust Agreement, except in
the manner therein provided, and that all proceedings at law or in equity to enforce any provision of the Trust
Agreement shall be instituted, had and maintained in the manner therein provided and for the equal benefit of
all Bond Owners of the Outstanding Bonds.

Amendment of the Trust Agreement and Loan Agreements

Amendment of the Trust Agreement Without Bond Owner Consent

The Trust Agreement and the rights and obligations of the Authority and of the Bond Owners
may be amended at any time by a Supplemental Trust Agreement which shall become binding upon the written
direction of the Authority. No such amendment shall (1) extend the maturity of or reduce the interest rate on or
amount of interest on or principal of or redemption premium, if any, on any Bond without the express written
consent of the Bond Owner of such Bond, or (2) permit the creation by the Authority of any pledge of or charge
or lien upon the Revenues as provided in the Trust Agreement superior to or on a parity with the pledge, charge
and lien created thereby for the benefit of the Bonds except as otherwise provided therein, or (3) modify any
rights or obligations of the Trustee without its prior written assent thereto, or (4) impair the tax-exempt status of
the Bonds, or (5) deprive to any Bond Owner of the lien created by the Trust Agreement. Promptly after the
execution by the Authority and the Trustee of any Supplemental Trust Agreement, the Trustee shall mail a
notice on behalf of the Authority, setting forth in general terms the substance of such Supplemental Trust
Agreement to the Bond Owners at the addresses shown on the registration books maintained by the Trustee.
Any failure to give such notice, or any defect therein, shall not, however, in any way impair or affect the validity
of any such Supplemental Trust Agreement.

The Trust Agreement and the rights and obligations of the Authority and of the Bondholders
may also be amended at any time by a Supplemental Trust Agreement which shall become binding upon
adoption without the consent of any Bondholders, provided an Opinion of Bond Counsel is delivered as set
forth in the provisions of the Trust Agreement concerning Required or Permitted Opinions of Counsel, for any
purpose that the Authority determines will not materially adversely affect the interests of the Bondholders,
including (without limitation) for any one or more of the following purposes:

(@) to add to the agreements and covenants required in the Trust Agreement to be
performed by the Authority other agreements and covenants thereafter to be performed by the Authority, or to
surrender any right or power reserved therein to or conferred therein on the Authority;

(b) to make such provisions for the purpose of curing any ambiguity or of correcting,
curing or supplementing any defective provision contained in the Trust Agreement or in regard to questions
arising thereunder which the Authority may deem desirable or necessary;

() to provide for the issuance of any Additional Bonds and to provide the terms of such
Additional Bonds, subject to the conditions and upon compliance with the procedure set forth in provisions of
the Trust Agreement concerning the Issuance of Bonds (which shall be deemed not to adversely affect
Bondholders);

(d) to add to the agreements and covenants required in the Trust Agreement, such
agreements and covenants as may be necessary to qualify the Trust Agreement under the Trust Indenture Act of
1939; or

(e) to add to the agreements and covenants in the Trust Agreement, and to make any
necessary changes therein, to include provisions relating to the Idaho Municipal Bond Bank Authority Reserve
Fund, created pursuant to Section 67-8713, Idaho Code, in the event moneys are appropriated by the State
legislature for the purpose of such fund.

63) to preserve the tax-exempt status of the Bonds, or any of them.

(g) to make any change approved by the Bond Insurer and which does not involve a change
described in provisions of the Trust Agreement concerning Amendment of the Trust Agreement Without Bond
Owner Consent.

Appendix E - Summary of Certain Provisions of the Trust Agreement and the Form of Loan Agreement-15



(h) to conform to the terms and conditions of any financing documents necessary for the
issuance of Funded Debt, provided such modification shall not materially adversely affect the interest of the
owners of the Bonds, as set forth in a Certificate of Authority filed with the Trustee.

() to modify, alter, amend or supplement the Trust Agreement in any other respect which
is not adverse to the Bond Owners and which does not involve a change described in the provisions of the Trust
Agreement concerning Amendment of the Trust Agreement Without Bond Owner Consent.

Amendment of the Trust Agreement With Bond Owner Consent

Except for any Supplemental Trust Agreement entered into pursuant to the provisions of the
Trust Agreement concerning Amendment of the Trust Agreement Without Bond Owner Consent, and subject to
the terms and provisions contained in the provisions of the Trust Agreement concerning the Amendment of the
Trust Agreement and Loan Agreements and not otherwise, the Bond Owners of not less than a majority in
aggregate principal amount of the Bonds then Outstanding shall have the right from time to time, with the
written consent of the Bond Insurer when a Bond Insurance Policy is in effect covering at least a majority in
aggregate principal amount of the then Outstanding Bonds and so long as the Bond Insurer is not in default on
the Bond Insurance Policy and an act of bankruptcy with respect to the Bond Insurer shall not have occurred
and be continuing (provided that the Bond Insurer shall be under no liability by reason of giving or withholding
such consent), to consent to and approve the execution by the Authority and the Trustee of any Supplemental
Trust Agreement as shall be deemed necessary or desirable by the Authority for the purpose of modifying,
altering, amending, adding to or rescinding, in any particular, any of the terms or provisions contained in the
Trust Agreement or in any Supplemental Trust Agreement; provided, however, that nothing in the Trust
Agreement contained shall permit, or be construed as permitting, without the consent of each Owner affected,
(1) extend the maturity of or reduce the interest rate on or amount of interest on or principal of or redemption
premium, if any, on any Bond without the express written consent of the Bond Owner of such Bond, or (2)
permit the creation by the Authority of any pledge of or charge or lien upon the Revenues as provided in the
Trust Agreement superior to or on a parity with the pledge, charge and lien created thereby for the benefit of the
Bonds except as otherwise provided therein, or (3) modify any rights or obligations of the Trustee without its
prior written assent thereto, or (4) impair the tax-exempt status of the Bonds, or (5) deprive to any Bond Owner
of the lien created by the Trust Agreement.

If at any time the Authority and the Trustee shall determine to enter into any Supplemental
Trust Agreement for any of the purposes of this section of the Trust Agreement, the Trustee shall cause notice of
the proposed Supplemental Trust Agreement to be mailed by registered or certified mail, postage prepaid to the
Bond Insurer and the Bond Owners of the Outstanding Bonds. Such notice shall briefly set forth the nature of
the proposed Supplemental Trust Agreement and shall state that a copy thereof is on file at the principal office
of the Trustee for inspection by all Bond Owners.

After the date of the mailing of such notice, the Authority and the Trustee may enter into such
Supplemental Trust Agreement, with the written consent of the Bond Insurer when a Bond Insurance Policy is in
effect covering at least a majority in aggregate principal amount of the then Outstanding Bonds and so long as
the Bond Insurer is not in default on the Bond Insurance Policy and an act of bankruptcy with respect to the
Bond Insurer shall not have occurred and be continuing (provided that the Bond Insurer shall be under no
liability by reason of giving or withholding such consent), in substantially the form described in such notice,
only if there shall have first been filed with the Trustee (1) the written consents of Bond Owners of not less than
a majority in aggregate principal amount of the Bonds then Outstanding, and (2) the Opinion of Bond Counsel
as set forth in the provisions of the Trust Agreement concerning the Amendment of the Trust Agreement and
Loan Agreements. Any such consent shall be binding upon the Bond Owners of such Bonds giving such
consent and upon any subsequent Owner of such Bonds and of any Bonds issued in exchange therefor whether
or not such subsequent Owner thereof has notice thereof, unless such consent is revoked in writing by the
Owner of such Bonds giving such consent or a subsequent Owner thereof by filing such revocation with the
Trustee prior to the execution and delivery of such Supplemental Trust Agreement.

If the Bond Owners of not less than a majority in aggregate principal amount of Bonds then
Outstanding shall have consented to and approved the execution thereof as provided in the Trust Agreement,
no Owner of any Bond shall have any right to object to the execution and delivery of such Supplemental Trust

Appendix E - Summary of Certain Provisions of the Trust Agreement and the Form of Loan Agreement-16



Agreement, or to object to any of the terms and provisions contained therein or the operation thereof, or in any
manner to question the propriety of the execution thereof, or to enjoin and restrain the Authority from executing
the same or from taking any action pursuant to the provisions thereof.

Upon the execution any Supplemental Trust Agreement pursuant to the provisions of this
section of the Trust Agreement, the Trust Agreement shall be and be deemed to be modified and amended in
accordance therewith, and the respective rights, duties and obligations under the Trust Agreement of the
Authority, the Trustee and all Bond Owners of the Bonds then Outstanding shall thereafter be determined,
exercised and enforced under the Trust Agreement, subject in all respects to such modifications and
amendments.

Endorsement or Replacement of Bonds After Amendment

Bonds delivered after any Supplemental Trust Agreement becomes effective pursuant to the
provisions of the Trust Agreement concerning Amendment of the Trust Agreement and Loan Agreements may,
and if the Trustee so determines shall, bear a notation by endorsement or otherwise in form approved by the
Authority as to such action, and in that case upon demand of the Bond Owner of any Outstanding Bonds and
presentation of his Bond for such purpose at the office of the Trustee a suitable notation as to such action shall be
made on such Bond. If the Authority shall so determine, new Bonds so modified as, in the opinion of the
Authority, shall be necessary to conform to such action shall be prepared and executed, and in that case upon
demand of the Bond Owner of any Outstanding Bond a new Bond or Bonds shall be exchanged at the office of
the Trustee without cost to each Bond Owner for its Bond or Bonds then Outstanding upon surrender of such
Outstanding Bonds.

Amendment of Loan Agreements

The Authority and the Municipality with which it has executed a Loan Agreement may enter
into any amendment, change or modification of such Loan Agreement (a) as may be required by the provisions
of such Loan Agreement or the Trust Agreement; (b) for the purpose of curing any ambiguity or formal defect or
omission; (c) so as to add additional rights acquired in accordance with the provisions of such Loan Agreement;
(d) to preserve the tax-exempt status of interest on the Bonds, or any of them; (e) to modify, alter, amend or
supplement such Loan Agreement in any other respect which is not adverse to the Bond Owners.

Required and Permitted Opinions of Counsel

The Authority and the Trustee shall be provided with and may rely on an Opinion of Bond
Counsel to the effect that any Supplemental Trust Agreement entered into by the Authority and the Trustee
complies with the provisions of the Trust Agreement concerning Amendment of the Trust Agreement and Loan
Agreements and an opinion of Bond Counsel that any such Supplemental Trust Agreement does not adversely
affect the tax-exempt status of interest on the Bonds. The Authority and the Trustee shall be provided with and
may rely upon an Opinion of Bond Counsel to the effect that any proposed amendment, change or modification
to a Loan Agreement will comply with the provisions of the Trust Agreement concerning Amendment of the
Trust Agreement and Loan Agreements and an opinion of Bond Counsel that any such amendment, change or
modification does not adversely affect the tax-exempt status of interest on the Bonds. No Supplemental Trust
Agreement or amendment, change or modification to a Loan Agreement or the Bonds shall be effective until the
Authority and the Trustee shall have received an Opinion of Bond Counsel to the effect that such Supplemental
Trust Agreement or such amendment or modification is permitted by the Act and will not adversely affect the
tax-exempt status of interest on the Bonds.

Investment of Moneys

Investment of Moneys

The Trustee shall invest and reinvest any moneys held as part of the Revenue Fund upon the
written direction of an Authorized Representative in Permitted Investments. Any such investments shall be
held by or under the control of the Trustee and shall be deemed at all times a part of the fund for which they
were made. The interest accruing thereon, any profit realized from such investments and any loss resulting
from such investments shall be credited or charged to such fund. The Trustee shall sell and reduce to cash a
sufficient amount of such investments of the Revenue Fund whenever the cash balance in the Revenue Fund is
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insufficient to pay the principal of and premium, if any, and interest on the Bonds when due. Unless otherwise
provided in a Supplemental Trust Agreement, the Trustee may commingle any of the funds or accounts
established pursuant to the Trust Agreement into a separate fund or funds for investment purposes only,
provided that all funds or accounts held by the Trustee hereunder shall be accounted for separately as required
by the Trust Agreement. The Trustee shall have no liability or responsibility for any loss resulting from any
investment made in accordance with the provisions of this section of the Trust Agreement. The Trustee shall be
entitled to assume that any investment which at the time of purchase is a Permitted Investment remains a
Permitted Investment thereafter, absent receipt of written notice or information to the contrary. The Authority
acknowledges that to the extent regulations of the Comptroller of the Currency or any other regulatory entity
grant the Authority the right to receive brokerage confirmations of the security transactions as they occur, the
Authority specifically waives receipt of such confirmations to the extent permitted by law. The Trustee will
furnish the Authority periodic cash transaction statements which include the detail for all investment
transactions made by the Trustee under the Trust Agreement.

Investments; Arbitrage

The Trustee may make any and all investments permitted by the provisions of the Trust
Agreement concerning Investment of Moneys through its own bond department. The Trustee may act as
principal or agent in the making or disposing of any investments, and may act as sponsor, advisor or manager in
connection with any such investments. The provisions of this subsection of the Trust Agreement shall apply to
affiliates of the Trustee. As and when any amount invested pursuant to the provisions of the Trust Agreement
concerning Investment of Moneys may be needed for disbursement, the Trustee may cause a sufficient amount
of such investments to be sold and reduced to cash to the credit of such funds.

Defeasance

Discharge of Indebtedness.  If the Authority shall pay or cause to be paid, or there shall otherwise
be paid, to the bondholders the principal of and interest due or to become due on the Bonds, at the times and in
the manner stipulated therein and in the Trust Agreement, then the pledge of any Revenues and other monies,
securities and funds pledged under the Trust Agreement and all covenants, agreements and other obligations of
the Authority to the bondholders shall thereupon cease, terminate and become void and be discharged and
satisfied, and such Bonds shall cease to be entitled to any lien, benefit or security under the Trust Agreement;
provided, however, that the Trust Agreement may not be discharged until any amounts due the Insurer have
been paid.

Provision for Defeasance of the Bonds. In the event that money or investments described in the
definition of Permitted Investments, maturing or having guaranteed redemption prices at the option of the
owner at such time or times and bearing interest to be earned thereon in such amounts as are sufficient (together
with any resulting cash balances), as certified by a certified public accountant selected by the Authority, to
redeem and retire part or all of the Bonds in accordance with their terms, are hereafter irrevocably set aside in a
special account and pledged to effect such redemption and retirement, then no further payments need be made
into the Revenue Fund therein for the payment of the principal of and interest on the Bonds so provided for, and
such Bonds and interest accrued thereon shall then cease to be entitled to any lien, benefit or security of the
Trust Agreement, except the right to receive the funds so set aside and pledged, and such Bonds and interest
accrued thereon shall no longer be deemed to be Outstanding hereunder; provided, however, that the Trust
Agreement may not be discharged until any amounts due the Insurer have been paid.

Disposition of Funds and Accounts. Upon the deposit with the Trustee of moneys sufficient to pay all
principal of, premium, if any, and interest on the Bonds, or upon the making of adequate provisions for the
payment of such amounts, all moneys remaining in all Funds and Accounts, as defined in Section 5.01 of the
Master Trust Agreement, except moneys necessary to pay principal or premium, if any, and interest on the
Bonds, shall be paid to the Authority.
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Miscellaneous

Liability of Authority Limited to Revenues

Notwithstanding anything contained in the Trust Agreement, the Authority shall not be
required to advance any money derived from any source other than the Revenues as provided in the Trust
Agreement for the payment of the interest on or principal of or redemption premiums, if any, on the Bonds or
for the performance of any agreements or covenants in the Trust Agreement contained. The Authority may,
however, advance funds for any such purpose so long as such funds are derived from a source legally available
for such purpose.

The Bonds are limited obligations of the Authority and are payable, as to interest thereon,
principal thereof and any premiums upon the redemption of any thereof, solely from the Revenues as provided
in the Trust Agreement, and the Authority is not obligated to pay them except from the Revenues. All the
Bonds are equally secured by a pledge of and charge and lien upon the Revenues, and the Revenues constitute a
trust fund for the security and payment of the interest on and principal of and redemption premiums, if any, on
the Bonds as provided therein. The Bonds are not a debt of the State or any of its political subdivisions, and
neither the State nor any of its political subdivisions is liable thereon, nor in any event shall the Bonds be
payable out of any funds or properties other than those of the Authority as provided therein. The Bonds do not
constitute an indebtedness within the meaning of any constitutional or statutory limitation or restriction.

Benefits of the Trust Agreement Limited to Parties and Third Party Beneficiaries

Nothing contained in the Trust Agreement, expressed or implied, is intended to give to any
person other than the Authority, the Trustee, and the Bond Owners any right, remedy or claim under or by
reason thereof. Any agreement or covenant required therein to be performed by or on behalf of the Authority or
any member, officer or employee thereof shall be for the sole and exclusive benefit of the Authority, the Trustee,
and the Bond Owners.

Waiver of Personal Liability

No member, officer or employee of the Authority shall be individually or personally liable for
the payment of the interest on or principal of or redemption premiums, if any, on the Bonds by reason of their
issuance, but nothing in the Trust Agreement contained shall relieve any such member, officer or employee from
the performance of any official duty provided by the Act or any other applicable provisions of law or thereby.

SUMMARY OF CERTAIN PROVISIONS OF THE FORM OF LOAN AGREEMENTS

Loan to Municipality

The Authority covenants and agrees, upon the terms and conditions in the Loan Agreement, to
make a loan of the amount specified in the Loan Agreement attached thereto to the Municipality for the purpose
of financing or refinancing the Project. Pursuant to said covenant and agreement, the Authority will issue the
Bonds upon the same terms and conditions contained in the Loan Agreement and the Trust Agreement and will
cause the Bond proceeds to be applied as provided in provisions of the Loan Agreement concerning the Loan to
the Municipality and Repayment Provisions. The Municipality shall issue and sell its Municipal Bond to the
Authority as evidence of its Loan obligation under the Loan Agreement and the payments due on the Municipal
Bond shall equal the Repayment Installments under the Loan Agreement.

Repayment and Payment of Other Amounts Payable

The Municipality covenants and agrees to pay to the Trustee the Repayment Installments and
any other amounts then due on the Loan under the Loan Agreement at least fifteen (15) days prior to the
Repayment Installment Dates as set forth in an exhibit of the Loan Agreement.

Any amount held by the Trustee in the Revenue Fund on the Municipality’s behalf on any
Repayment Installment Date under the Loan Agreement shall be credited against the Repayment Installment
due on such date to the extent available for such purpose; and provided further that, subject to the provisions of
this paragraph, if at any time the amounts held by the Trustee in the Revenue Fund on the Municipality’s behalf
are sufficient to pay all of the Repayment Installments, the Municipality shall be relieved of any obligation to
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make any further payments under the provisions of this section of the Loan Agreement. Notwithstanding the
foregoing, if on any date the amount held by the Trustee in the Revenue Fund on the Municipality’s behalf is
insufficient to make any required Repayment Installment on any Repayment Installment Date, the Municipality
shall forthwith pay such deficiency as a Repayment Installment under the Loan Agreement.

Unconditional Obligation

The obligations of the Municipality to make the payments required by the provisions of the
Loan Agreement and to perform and observe the other agreements on its part contained in the Loan Agreement
shall be absolute and unconditional, irrespective of any defense or any rights of set-off, recoupment or
counterclaim it might otherwise have against the Authority, and during the term of the Loan Agreement, the
Municipality shall pay absolutely net the payments to be made on account of the Loan as prescribed in
provisions of the Loan Agreement and all other payments required thereunder, free of any deductions and
without abatement, diminution or set-off. The Municipality’s obligation to make payments under the Loan
Agreement is a general obligation of the Municipality and the full faith and credit and all taxes to be levied
pursuant to the Municipality’s ordinance are pledged to make the payments due and to become due under the
Loan Agreement. Until such time as the Repayment Installments shall have been paid in full (or provision for
the payment thereof shall have been made subject to the terms and conditions contained in the Trust Agreement
concerning Defeasance), the Municipality (i) will not suspend or discontinue any payments provided for in
provisions of the Loan Agreement; (ii) will perform and observe all of its other covenants contained in the Loan
Agreement; and (iii) will not terminate the Loan Agreement for any cause, including, without limitation, the
occurrence of any act or circumstances that may constitute failure of consideration, destruction of or damage to
the Project, commercial frustration of purpose, any change in the tax or other laws of the United States of
America or of the State of Idaho or any political subdivision of either of these, or any failure of the Authority or
the Trustee to perform and observe any covenant, whether express or implied, or any duty, liability or
obligation arising out of or connected with the Loan Agreement or the Trust Agreement, except to the extent
permitted by the Loan Agreement.

Assignment of Authority’s Rights

As security for the payment of the Bonds, the Authority will assign to the Trustee the
Authority’s rights, but not its obligations, under the Loan Agreement, including the right to receive payments
thereunder (except (i) the rights of the Authority to receive notices under the Loan Agreement, (ii) the right of
the Authority to receive certain payments, if any, with respect to fees, expenses and indemnification and certain
other purposes under the provisions of the Loan Agreement concerning Notice to Trustee and Authority, and
Indemnification, and (iii) the right of the Authority to give approvals or consents pursuant to the Loan
Agreement) and the Authority thereby directs the Municipality to make the payments required thereunder
(except such payments for fees, expenses and indemnification) directly to the Trustee. The Municipality thereby
assents to such assignment and agrees to pay the Repayment Installments directly to the Trustee (subject to the
provisions of the Loan Agreement concerning Repayment and Payment of Other Amounts Payable) without
defense or set-off by reason of any dispute between the Municipality and the Authority or the Trustee.

Amounts Remaining in Funds

It is agreed by the parties to the Loan Agreement that after payment in full of (i) the Repayment
Installments, or after provision for such payment shall have been made as provided in the terms and conditions
contained in the Trust Agreement concerning Defeasance, (ii) the fees and expenses of the Authority in
accordance with the Loan Agreement, (iii) the fees, charges and expenses of the Trustee, the Registrar and
Paying Agent in accordance with the Trust Agreement and the Loan Agreement and (iv) all other amounts
required to be paid under the Loan Agreement and the Trust Agreement, any amounts remaining in any fund
held by the Trustee under the Trust Agreement shall belong, subject to the requirements of the Trust Agreement
concerning Tax Covenants and the Rebate Fund, to the Authority and be paid to the Authority by the Trustee,
provided that my earnings on payments by the Municipality to the Trustee prior to Repayment Installment
Dates shall be deducted from said remaining amounts and credited to the Municipality.
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Timeliness of Payments; Consent to State Intercept; Repayment

(a) The Municipality understands that the State intercept and repayment procedures
contained in and required by Section 67-8727, Idaho Code, as amended, and as set forth herein operate as a
matter of law with respect to the Loan covered by this Loan Agreement without the need for consent thereto by
the Municipality. The Municipality also understands that said intercept procedures will provide funds to pay
the Authority Bonds (not the Loan obligations).

(b) If the Municipality is unable to transfer all of its Repayment Installment to the Trustee
on the Repayment Installment Date (which is fifteen (15) days before the Bond payment date), the Municipality
shall immediately notify the Trustee, the Authority and the State Treasurer by: (i) telephone; (ii) a writing sent
by facsimile transmission; and (iii) a writing sent by first-class United States mail. If sufficient funds are not
transferred to the Trustee for the Bonds of the Authority that are secured by the Loan Agreement at least ten (10)
days before the scheduled debt service payment date of the Bonds, the Trustee shall transfer any available funds
pledged to secure payment of the Bonds in sufficient amounts to make up any shortfall in the amount necessary
to pay debt service on the Bonds on the scheduled payment date and deposit such amount in the debt service
payment fund for those Bonds.

() If, as a result of the failure of the Municipality to make Repayment Installments in a
timely manner, the Trustee shall transfer funds pursuant to paragraph (a) of this section of the Loan Agreement
to pay that portion of debt service on the Bonds of the Authority that are secured by the Municipal Bond under
the Loan Agreement or if there are not sufficient funds available pursuant to paragraph (d) of this section of the
Loan Agreement to make up for any shortfall in the amount necessary to pay that portion of debt service on the
Bonds of the Authority that are secured by the Municipal Bond under the Loan Agreement, at least ten (10) days
before the scheduled debt service payment date of the Bonds, the Trustee shall notify the Authority and the State
Treasurer by: (i) telephone; (ii) a writing sent by facsimile transmission; and (iii) a writing sent by first-class
United States mail.

(d) To the extent provided and required by Section 67-8727, Idaho Code, as amended, and
upon the notice provided in subsection (c) of this section, the State Treasurer shall (i) immediately intercept to
the extent permitted by law any payments available from: (A) the receipts of any payment of property taxes; or
(B) sales tax moneys that would be distributed pursuant to section 63-3638, Idaho Code; or (C) liquor tax
moneys that would be distributed pursuant to Section 23-404, Idaho Code, as amended; or (D) any other source
of operating moneys including without limitation State educational payments due the Municipality provided by
the State to the Municipality that would otherwise be paid to the Municipality by the State.

(e) If the State has made all or part of a Repayment Installment on behalf of the
Municipality from moneys transferred from the State sales tax account pursuant to Section 67-8716, Idaho Code
as amended, the Municipality shall: (a) reimburse all moneys drawn by the State Treasurer on its behalf; (b) pay
interest to the State on all moneys paid by the State from the date the moneys are drawn to the date they are
repaid at a rate not less than the average prime rate for national money center banks plus five percent (5%); and
(c) pay all penalties required by the Act.

6] The State Treasurer shall establish the reimbursement interest rate after considering the
circumstances of any prior draws by the Municipality on the State, market interest and penalty rates, and the
cost of funds, if any, that were required to be borrowed by the State to make Repayment Installments.

(8) The State Treasurer may, after considering the circumstances giving rise to the failure of
the Municipality to make its Repayment Installments in a timely manner, impose on the Municipality a penalty
of not more than five percent (5%) of the amount paid by the State for each instance in which a payment by the
State is made.

(h) (i) If the State Treasurer determines that amounts obtained under this section of the
Loan Agreement will not reimburse the State in full within one (1) year from the State’s payment of the
Municipality’s scheduled Repayment Installments, the State Treasurer shall, subject to clause (ii) thereof,
pursue any legal action, including mandamus, against the Municipality to compel it to take any action
required by the Act, including;:
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(1) To the extent permitted by law, provide tax or other revenues to pay
Repayment Installments when due; and

(2) Meet its repayment obligations to the State.

(ii) In pursuing its rights under paragraph (i) of this subsection (h), the State shall have the
same substantive and procedural rights as would a holder of the Loan Agreement.

(iii) The attorney general shall assist the State Treasurer in these duties.

(iv) The Municipality shall pay the attorney’s fees, expenses and costs of the State Treasurer
and the State attorney general.

(i) If the Municipality subsequently make the Repayment Installment(s) or portion thereof
which it failed to transfer to the Trustee as described above, then the Authority shall cause such amount,
less any amounts due under the Loan Agreement or under the Act, to be transferred to the Municipality.

Security
Pledge of Full Faith and Credit and Tax Revenues.

The full faith and credit and the tax revenues ad valorum and other taxes levied by the Municipality upon all
taxable property in the Municipality are hereby pledged for the prompt payment of the Repayment Installments
and other amounts due hereunder as the same become due and the tax levies to that end provided in the Loan
Agreement shall be in full force and effect, and forever remain so until the Repayment Installments shall have been
fully paid, satisfied and discharged, except as hereinbefore provided, and any collection fees or charges made in
connection with the Repayment Installments are to be paid by the Municipality. Notwithstanding this Section, the
Municipality also acknowledges the State Intercept which operates by law under Section 67-8727, Idaho Code, as
amended.

Special Covenants And Agreements

Punctual Payment

The Municipality will punctually pay all Repayment Installments in strict conformity with the
terms of this section of the Loan Agreement to the extent of System Net Revenues and will faithfully satisfy,
observe and perform all agreements, conditions, covenants and terms thereof.

Legal Existence
The Municipality will use all means legally available to maintain its existence.

Tax Exempt Status of Bonds

It is the intention of the parties hereto that interest on the Bonds shall be and remain excluded from
gross income for federal income tax purposes. To that end, the covenants and agreements of the Authority and the
Municipality in this Section and in the Tax Certificate are for the benefit of the Trustee and each and every person
who at any time will be a holder of the Bonds. Without limiting the generality of the foregoing, the Municipality
and the Authority agree that there shall be paid from time to time the Municipality’s share of all amounts required
to be rebated to the United States pursuant to the rebate requirement (the “Rebate Requirement”) under Section 148
of the Code and the Tax Certificate. The “Municipality’s share” means theamount of the Rebate
Requirement relating to the Municipal Bond, determined as specified in the Tax Certificate, including (i) treating as
the yield on the Municipal Bond the yield on that portion of the Bonds allocated to the Municipality Bond and (i)
treating any amounts held by the Authority and allocable to the Municipality Bond as proceeds of the Municipality
Bond. This covenant shall survive payment in full or defeasance of the Bonds. The Municipality specifically
covenants to pay or cause to be paid for and on behalf of the Authority to the United States at the times and in the
amounts determined under Section?7.03 of the Trust Agreement the Municipality’s Share of the Rebate
Requirement as described in the Tax Certificate and the Trust Agreement. The Authority shall not be liable to make
any such payment except from funds provided by the Municipality for such purpose.

The Authority covenants and agrees that it has not taken and will not take any action which
results in interest to be paid on the Bonds being included in gross income of the holders of the Bonds for federal
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income tax purposes, and the Municipality covenants and agrees that it has not taken or permitted to be taken
and will not take or permit to be taken any action which will cause the interest on the Bonds to become
includable in gross income for federal income tax purposes. The Municipality acknowledges having read
provisions of the Trust Agreement concerning Tax Covenants and Rebate Fund and agrees to perform all duties
imposed on it by such section, by this section of the Loan Agreement and by the Tax Certificate. Insofar as this
of the Trust Agreement and the Tax Certificate impose duties and responsibilities on the Authority or the
Municipality, they are specifically incorporated into the Loan Agreement by reference.

Notwithstanding any provision of the Loan Agreement concerning the Tax Exempt State of
Bonds or the provisions of the Trust Agreement concerning the Amount of Prepayment, if the Municipality shall
provide to the Authority and the Trustee an Opinion of Bond Counsel to the effect that any specified action
required under the provisions of the Loan Agreement concerning the Tax Exempt Status of Bonds and the
provisions of the Trust Agreement concerning the Amount of Prepayment is no longer required or that some
further or different action is required to maintain the exclusion from federal income tax of interest on the Bonds,
the Municipality, the Trustee and the Authority may conclusively rely on such opinion in complying with the
requirements of this section of the Loan Agreement, and the covenants set forth in the provisions of the Loan
Agreement concerning the Tax Exempt Status of the Bonds shall be deemed to be modified to that extent.

Notices to Trustee and Authority

The Municipality thereby agrees to provide the Trustee and the Authority with notice of any
event of which it has knowledge which, with the passage of time or the giving of notice, would be an Event of
Default(as described in the Loan Agreement), such notice to include a description of the nature of such event
and what steps are being taken to remedy such Event of Default.

Continuing Disclosure

The Municipality thereby covenants and agrees to comply with the continuing disclosure
requirements for the Bonds as promulgated under Rule 15c2-12, as it may from time to time thereafter be
amended or supplemented, including those requirements set forth below. Notwithstanding any other provision
of the Loan Agreement, failure of the Municipality to comply with the requirements of Rule 15¢2-12 applicable
to the Bonds, as it may from time to time thereafter be amended or supplemented, shall not be considered an
Event of Default thereunder or under the Trust Agreement; however, any Bondholder or beneficial owner of any
Bonds may take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the Municipality to comply with its obligations pursuant to the provisions
of the Loan Agreement concerning Continuing Disclosure.

(a) Definitions. In addition to the definitions set forth in the Trust Agreement, which apply
to any capitalized term used in this section of the Loan Agreement unless otherwise defined in this section of the
Loan Agreement, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Municipality pursuant to, and
as described in the provisions of the Loan Agreement concerning Continuing Disclosure.

“Beneficial Owner” shall mean any person who has the power, directly or indirectly, to vote or
consent with respect to, or dispose of ownership of, any of the Bonds (including persons holding
Bonds through nominees, depositories or other intermediaries).

“Disclosure Representative” shall mean the Treasurer of the Municipality or his or her designee,
or such other officer or employee of the Municipality shall designate in writing to the Trustee
from time to time.

“Dissemination Agent” shall mean the Trustee, acting in its capacity as Dissemination Agent
under the Loan Agreement, or any successor Dissemination Agent designated in writing by the
Municipality and which has filed with the Trustee a written acceptance of such designation.

“Listed Events” shall mean any of the events listed in provisions of the Loan Agreement
concerning Continuing Disclosure.
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“National Repository” shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. The National Repositories currently approved by the
Securities and Exchange Commission are set forth at
http:/ /www.sec.gov/consumer/ NRMSIR.htm.

“Owner” means an owner of the Bonds and includes Beneficial Owners.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required
to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and the State Repository, if any.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” shall mean any public or private repository or entity designated by the State
as a state repository for the purpose of the Rule and recognized as such by the Securities and
Exchange Commission. Currently there is no State Repository in the State of Idaho.

(b) Provision of Annual Reports.

() The Municipality shall, with the assistance of the Dissemination Agent, not later
than six months after the end of the Municipality’s fiscal year (presently June 30, for the two
school districts and September 30 for the library district) commencing with the report for the
2008-2009 Fiscal Year, provide to each Repository and the Authority an Annual Report which is
consistent with the requirements of the Loan Agreement concerning Continuing Disclosure.
The filing shall be transmitted by Disclosure Agent and may be through the DisclosureUSA
system of the Securities and Exchange Commission. The Annual Report may be submitted as a
single document or as separate documents comprising a package, and may include by reference
other information as provided in the provisions of the Loan Agreement concerning Continuing
Disclosure. If the Municipality’s fiscal year changes, it shall give notice of such change in the
same manner as for a Listed Event under the provisions of the Loan Agreement concerning
Continuing Disclosure.

(if) Not later than fifteen (15) Business Days prior to the date specified in subsection
(b)(i) for providing the Annual Report to Repositories, the Municipality shall provide the
Annual Report, to the Dissemination Agent, to the Trustee (if the trustee is not the
Dissemination Agent) and to the Authority. If by such date, the Trustee has not received a copy
of the Annual Report, the Trustee shall contact the Municipality to determine if the Municipality
is unable to provide to the Repositories in compliance with the first sentence of this subsection
(ii).

(iif) If the Trustee is unable to verify that an Annual Report has been provided to
Repositories by the date required in subsection (i) the Trustee shall send a notice to the
Municipal Securities Rulemaking Board, the Authority and the State Repository in substantially
the form as Exhibit D2 attached.

(iv) The Dissemination Agent (currently the Trustee) shall:

(1) determine each year prior to the date for providing the Annual Report
the name and address of each National Repository and the State Repository; and

(2) file a report with the Municipality, the Authority and the Trustee (if the
Dissemination Agent is not the Trustee) certifying that the Annual Report has been
provided pursuant to the Disclosure Agreement, stating the date it was provided and
listing all the Repositories to which it was provided.

() Content of Annual Reports. The Municipality’s Annual Report shall contain or include
by reference the following:
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() The audited financial statements for the Municipality for the most recently
ended fiscal year, currently prepared, to the extent feasible, in substantial conformance with Generally
Accepted Accounting Principles applicable from time to time to governmental entities, with any
permitted exception and an adopted budget for the then current fiscal year.

(i) A statement in the form attached to the Loan Agreement as Exhibit D1 as to
outstanding debt, litigation, compliance with regulatory matters and related items.

(d) Reporting of Significant Events.

() Pursuant to the provisions of this section of the Loan Agreement, the
Municipality shall give, or cause to be given, notice of the occurrence of any of the following events with
respect to the Loan Agreement and the Bonds, if material:

(1) principal and interest payment delinquencies.
(2) non-payment related defaults.
3 modifications to rights of Bond Owners.

4) optional, contingent or unscheduled redemptions of the Loan
Agreement and any Parity Debt.

) defeasances.
(6) rating changes.

(7) adverse tax opinions or events adversely affecting the tax-exempt status
of the Loan Agreement.

8) unscheduled draws on debt service reserves reflecting financial
difficulties.

) unscheduled draws on credit enhancements reflecting financial
difficulties.

(10) substitution of credit or liquidity providers, or their failure to perform.

(11)  release, substitution, or sale of property securing repayment of the Loan
Agreement.

(if) The Trustee shall, within one (1) Business Day of obtaining actual knowledge of
the occurrence of any of the Listed Events, contact the Disclosure Representative, inform such
person of the event, and request that the Municipality promptly notify the Trustee in writing
whether or not to report the event pursuant to subsection (vi).

(iii) Whenever the Municipality obtains knowledge of the occurrence of a Listed
Event whether because of a notice from the Trustee pursuant to subsection (ii) or otherwise, the
Municipality shall as soon as possible determine if such event would be material under
applicable federal securities laws.

(iv) If the Municipality has determined that knowledge of the occurrence of a Listed
Event would be material under applicable federal securities laws, the Municipality shall
promptly notify the Trustee in writing. Such notice shall instruct the Trustee to report the
occurrence pursuant to subsection (vi).

(v) If in response to a request under subsection (ii), the Municipality determines
that the Listed Event would not be material under applicable federal securities laws, the
Municipality shall so notify the Trustee in writing and instruct the Trustee not to report the
occurrence pursuant to subsection (vi) of this section of the Loan Agreement.

(vi) If the Trustee has been instructed by the Municipality to report the occurrence
of a Listed Event, the Trustee shall file a notice of such occurrence with the Municipal Securities
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Rulemaking Board and the State Repository. Notwithstanding the foregoing, notice of Listed
Events described in subsections (i)(4) and (5) need not be given under this subsection of the
Loan Agreement any earlier than the notice (if any) of the underlying event is given to Owners
of affected Bonds pursuant to the Trust Agreement.

(e) Termination of Reporting Obligation. The Municipality’s obligations under the
Disclosure Agreement shall terminate upon the legal defeasance or discharge of the Loan Agreement in
accordance with the provisions of the Loan Agreement concerning Discharge of Obligations. If such termination
occurs prior to the final maturity of the Bonds, the Municipality shall give notice of such termination in the same
manner as for a Listed Event under the provisions of the Loan Agreement concerning Continuing Disclosure.

63) Dissemination Agent. The Municipality may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under the Disclosure Agreement, and may
discharge any such Agent, with or without appointing a successor Dissemination Agent. The Dissemination
Agent shall not be responsible in any manner for the content of any notice or report prepared by the
Municipality pursuant to this Disclosure Agreement. The initial Dissemination Agent shall be the Trustee.

(8) Amendment; Waiver. Notwithstanding any other provision of the section of the Loan
Agreement concerning Continuing Disclosure, the Municipality and the Authority (or upon assignment of the
Loan Agreement by the Authority, the Trustee) may amend this section of the Loan Agreement (and the Trustee
shall agree to any amendment so requested by the Municipality), and any provision of this section may be
waived, provided that the following conditions are satisfied:

() If the amendment or waiver relates to the provisions of the Continuing
Disclosure section of the Loan Agreement concerning Annual Reports, the Content of Annual
Reports or the Reporting of Significant Events, it may only be made in connection with a change
in circumstances that arises from a change in legal requirements, change in law, or change in the
identity, nature or status of an obligated person with respect to the Bonds, or the type of
business conducted;

(if) The undertaking, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel, have complied with the requirements of the
Rule at the time of the original issuance of the Bonds, after taking into account any amendments
or interpretations of the Rule, as well as any change in circumstances; and

(iif) The amendment or waiver either (1) is approved by the Owners of the Bonds in
the same manner as provided in the Trust Agreement for amendments to the Trust Agreement
with the consent of Owners, or (2) does not, in the opinion of the Trustee or nationally
recognized bond counsel, materially impair the interests of the Owners and Beneficial Owners
of the Bonds.

In the event of any amendment or waiver of a provision of the Loan Agreement concerning
Continuing Disclosure, the Municipality shall describe such amendment in the next Annual Report, and shall
include, as applicable, a narrative explanation of the reason for the amendment or waiver and its impact on the
type (or, in the case of a change of accounting principles, on the presentation) of financial information or
operating data being presented by the Municipality. In addition, if the amendment relates to the accounting
principles to be followed in preparing financial statements, (1) notice of such change shall be given in the same
manner as for a Listed Event under the section of the Loan Agreement concerning Continuing Disclosure and
the Reporting of Significant Events, and (2) the Annual Report for the year in which the change is made should
present a comparison (in narrative form and also, if feasible, in quantitative form) between the financial
statements as prepared on the basis of the new accounting principles and those prepared on the basis of the
former accounting principles.

(h) Additional Information. Nothing in the provisions of the Loan Agreement concerning
Continuing Disclosure shall be deemed to prevent the Municipality from disseminating any other information,
using the means of dissemination set forth in the Loan Agreement or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event, in addition to
that which is required by the Loan Agreement. If the Municipality chooses to include any information in any
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Annual Report or notice of occurrence of a Listed Event in addition to that which is specifically required by the
Loan Agreement, the Municipality shall have no obligation under the Loan Agreement to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

(i) Duties, Immunities and Liabilities of Trustee and Dissemination Agent. The
Dissemination Agent (if other than the Trustee or the Trustee in its capacity as Dissemination Agent) shall have
only such duties as are specifically set forth in the provisions of the Loan Agreement concerning Continuing
Disclosure, and the Municipality agrees to indemnify and save the Dissemination Agent, its officers, directors,
employees and agents, harmless against any loss, expense and liabilities which it may incur arising out of or in
the exercise or performance of its powers and duties under the Loan Agreement, including the costs and
expenses (including attorneys fees) of defending against any claim of liability, but excluding liabilities due to the
Dissemination Agent’s negligence or willful misconduct. The obligations of the Municipality under the
provisions of the Loan Agreement concerning Continuing Disclosure shall survive resignation or removal of the
Dissemination Agent and payment of the Loan Agreement.

G) Notices. Any notices or communications to or among any of the parties to the
provisions of the Loan Agreement concerning Continuing Disclosure may be given at their addresses as set forth
in the Trust Agreement and the Loan Agreement.

(k) Beneficiaries. This section of the Loan Agreement shall inure solely to the benefit of the
Municipality, the Authority, the Trustee, the Dissemination Agent, the Participating Underwriters, Beneficial
Owners and Owners from time to time of the Bonds, and shall create no rights in any other person or entity.

Books of Record and Accounts; Financial Statements

The Municipality will keep proper books of record and accounts in which complete and correct
entries shall be made of all transactions relating to the Repayment Installments and the Income Fund, and upon
request will provide information concerning such books of record and accounts to the Trustee.

The Municipality will prepare annually, not later than one hundred eighty (180) days after the
close of each Fiscal Year, so long as any Repayment Installments remain unpaid, an audited financial statement
of the Municipality relating to its Bond Fund and all other accounts or funds established pursuant to the Loan
Agreement for the preceding Fiscal Year, prepared by a an Independent Certified Public Accountant, showing
the balances in each such account or fund as of the beginning of such Fiscal Year and all deposits in and
withdrawals from each such account or fund during such Fiscal Year and the balances in each such account or
fund as of the end of such Fiscal Year, which audited financial statement shall include a statement as to the
manner and extent to which the Municipality has complied with the provisions of the Loan Agreement. The
Municipality will furnish a copy of such audited financial statement to the Trustee and to the rating information
services upon request, and will furnish such reasonable number of copies thereof to investment bankers,
security dealers and others interested in the Bonds.

Delivery of Closing Documents

The Municipality agrees to execute and deliver on the Closing Date the certificates attached to
the Loan Agreement as Exhibit C.

Events of Default and Remedies

Events of Default

Any one of the following which occurs and continues shall constitute an Event of Default
pursuant to the Loan Agreement:

(a) failure by the Municipality to pay any Repayment Installment on its respective Repayment
Installment Date; or

(b) failure of the Municipality to observe and perform any covenant, condition or agreement on
its part required to be observed or performed by the Loan Agreement, other than making the payments referred
to in (a) above, which continues for a period of 60 days after written notice, which notice shall specify such
failure and request that it be remedied, given to the Municipality by the Authority or the Trustee, unless the
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Authority and the Trustee shall agree in writing to an extension of such time; provided, however, that if the
failure stated in the notice cannot be corrected within such period, the Authority and the Trustee will not
unreasonably withhold their consent to an extension of such time if corrective action is instituted within such
period and diligently pursued until the default is corrected.

The provisions of subsection (b) of this section of the Loan Agreement are subject to the
limitation that the Municipality shall not be deemed in default if and so long as the Municipality is unable to
carry out its agreements under the Loan Agreement by reason of strikes, lockouts or other industrial
disturbances; acts of public enemies; orders of any kind of the government of the United States or of the State of
Idaho or any of their departments, agencies, or officials, or any civil or military Municipality; insurrections, riots,
epidemics, landslides; lightning; earthquake; fire; hurricanes; storms; floods; washouts; droughts; arrests;
restraint of government and people; civil disturbances; explosions; breakage or accident to machinery,
transmission pipes or canals; partial or entire failure of utilities; or any other cause or event not reasonably
within the control of the Municipality; it being agreed that the settlement of strikes, lockouts and other industrial
disturbances shall be entirely within the discretion of the Municipality, and the Municipality shall not be
required to make settlement of strikes, lockouts and other industrial disturbances by acceding to the demands of
the opposing party or parties when such course is, in the judgment of the Municipality, unfavorable to the
Municipality. This limitation shall not apply to any default under subsection (a) of this section of the Loan
Agreement.

Remedies on Default

Whenever any Event of Default shall have occurred and shall continue, the following remedies
may be pursued:

(a) The Trustee shall have access to and the right to inspect, examine and make copies of
the books and records and any and all accounts and data of the Municipality.

(b) The Authority or the Trustee may take whatever action at law or in equity as may be
necessary or desirable to collect the payments and other amounts then due and thereafter to become due or to
enforce performance and observance of any obligation, agreement or covenant of the Municipality under the
Loan Agreement.

In case the Trustee or the Authority shall have proceeded to enforce its rights under the Loan
Agreement and such proceedings shall have been discontinued or abandoned for any reason or shall have been
determined adversely to the Trustee or the Authority, then, and in every such case, the Municipality, the Trustee
and the Authority shall be restored respectively to their several positions and rights under the Loan Agreement,
and all rights, remedies and powers of the Municipality, the Trustee and the Authority shall continue as though
no such action had been taken (provided, however, that any settlement of such proceedings duly entered into by
the Authority, the Trustee or the Municipality shall not be disturbed by reason of this provision of the Loan
Agreement).

In case the Municipality shall fail forthwith to pay amounts due by reason of the provisions of
the Loan Agreement concerning Continuing Disclosure upon demand of the Trustee, the Trustee shall be
entitled and empowered to institute any action or proceeding at law or in equity for the collection of the sums so
due and unpaid, and may prosecute any such action or proceeding to judgment or final decree, and may enforce
any such judgment or final decree against the Municipality and collect in the manner provided by law the
moneys adjudged or decreed to be payable.

In case proceedings shall be pending for the bankruptcy or for the reorganization of the
Municipality under the federal bankruptcy laws or any other applicable law, or in case a receiver or trustee shall
have been appointed for the property of the Municipality or in the case of any other similar judicial proceedings
relative to the Municipality, or the creditors or property of the Municipality, then the Trustee shall be entitled
and empowered, by intervention in such proceedings or otherwise, to file and prove a claim or claims for the
whole amount owing and unpaid pursuant to the Loan Agreement and, in case of any judicial proceedings, to
file such proofs of claim and other papers or documents as may be necessary or advisable in order to have the
claims of the Trustee allowed in such judicial proceedings relative to the Municipality, its creditors or its
property, and to collect and receive any moneys or other property payable or deliverable on any such claims,
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and to distribute such amounts as provided in the Trust Agreement after the deduction of its charges and
expenses. Any receiver, assignee or trustee in bankruptcy or reorganization is thereby authorized to make such
payments to the Trustee, and to pay to the Trustee any amount due it for compensation and expenses, including
expenses and fees of counsel incurred by it up to the date of such distribution.

Agreement to Pay Attorneys’ Fees and Expenses

In the event the Municipality should default under any of the provisions of the Loan Agreement
and the Authority or the Trustee should employ attorneys or incur other expenses for the collection of the
payments due under the Loan Agreement or the enforcement of performance or observance of any obligation or
agreement on the part of the Municipality therein contained, the Municipality agrees to pay to the Authority or
the Trustee the reasonable fees of such attorneys and such other expenses so incurred by the Authority or the
Trustee.

No Remedy Exclusive

No remedy in the Loan Agreement conferred upon or reserved to the Authority or the Trustee is
intended to be exclusive of any other available remedy or remedies, but each and every such remedy shall be
cumulative and shall be in addition to every other remedy given under the Loan Agreement or now or
thereafter existing at law or in equity or by statute. No delay or omission to exercise any right or power
accruing upon any default shall impair any such right or power or shall be construed to be a waiver thereof, but
any such right and power may be exercised from time to time and as often as may be deemed expedient. In
order to entitle the Authority or the Trustee to exercise any remedy reserved to it in the provisions of the Loan
Agreement concerning Events of Default and Remedies, it shall not be necessary to give any notice, other than
such notice as may be expressly required by the Loan Agreement. Such rights and remedies as are given the
Authority thereunder shall also extend to the Trustee, and the Trustee and the holders of the Bonds shall be
deemed third party beneficiaries of all covenants and agreements therein contained.

No Additional Waiver Implied by One Waiver

In the event any agreement or covenant contained in the Loan Agreement should be breached
by the Municipality and thereafter waived by the Authority or the Trustee, such waiver shall be limited to the
particular breach so waived and shall not be deemed to waive any other breach thereunder.

No Cross Default

The Municipality shall not be liable for the failure of any other municipality to make payments
with respect to the Bonds. The occurrence of any Event of Default of any other municipality under such
municipality’s loan agreement shall not constitute an Event of Default of the Municipality under the Loan
Agreement.

Prepayment

Redemption of Bonds with Prepayment Moneys

By virtue of the assignment of certain of the rights of the Authority under the Loan Agreement
to the Trustee as is provided in provisions of the Loan Agreement concerning Assignment of Authority’s Rights,
the Municipality agrees to and shall pay directly to the Trustee any amount permitted or required to be paid by
it under the provisions of the Loan Agreement concerning Prepayment. The Trustee shall use the moneys so
paid to it by the Municipality to effect redemption of the Bonds in accordance with the Trust Agreement.

Option to Prepay Installments

The Repayment Installments specified in Schedule 1 of the Loan Agreement are subject to
prepayment on the dates and in the amounts as set forth in Schedule 1 to the Loan Agreement.

Amount of Prepayment

In the case of a prepayment of the entire amount due under the Loan Agreement pursuant to the
provisions of the Loan Agreement concerning Options to Prepay Installments, the amount to be paid shall be a
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sum sufficient, together with other funds and the yield on any securities deposited with the Trustee and
available for such purpose, to discharge the Loan as provided in the Loan Agreement.

Notice of Prepayment

The Municipality shall give sixty days” prior written notice to the Authority and the Trustee
specifying the date upon which any prepayment pursuant to the provisions of the Loan Agreement concerning
Prepayment will be made. The Authority and the Trustee, at the request of the Municipality, shall forthwith
take all steps necessary under the applicable provisions of the Trust Agreement (except that the Authority shall
not be required to make payment of any money required for such redemption from its funds) to effect
redemption of the part of the then outstanding Bonds related to the Loan Agreement, as the case may be, on the
earliest practicable date thereafter on which such redemption may be made under applicable provisions of the
Trust Agreement.

Notwithstanding anything to the contrary in the Loan Agreement, each notice contemplated in
the provisions of the Loan Agreement concerning Prepayment that is given with respect to an optional
prepayment pursuant to the provisions of the Loan Agreement concerning Options to Prepay Installments
thereof may state that it is subject to and conditional upon receipt by the Trustee on or prior to the proposed
prepayment date of amounts sufficient to effect such prepayment and, if a notice so states, such notice shall be of
no force and effect and the prepayment need not be made and the Repayment Installments will not become due
and payable on the proposed prepayment date unless such amounts are so received on or prior to the proposed
prepayment date.

Discharge and Defeasance of Obligations

The Loan shall be discharged to the extent the Bonds are discharged under the Trust
Agreement. If the Municipality shall pay or cause to be paid or there shall otherwise be paid to the Trustee all of
the Repayment Installments at the times and in the manner stipulated in the Loan Agreement, and the
Municipality shall pay in full all other amounts due thereunder, then all agreements, covenants and other
obligations of the Municipality thereunder shall thereupon cease, terminate and become void and be discharged
and satisfied. In such event, the Trustee shall execute and deliver to the Municipality all such instruments as
may be necessary or desirable to evidence such discharge and satisfaction.

Any Repayment Installments shall prior to the Repayment Installment Date or prepayment date
thereof be deemed to have been paid within the meaning of and with the effect expressed in the second
paragraph of this section of the Loan Agreement if (1) in case any of such Repayment Installments are to be
prepaid, the Municipality shall have given to the Authority and Trustee in form satisfactory to it irrevocable
instructions regarding any notice required under the Trust Agreement and application of payments in
accordance with the Loan Agreement and the Trust Agreement, (2) there shall have been deposited with the
Trustee (A) money in an amount which shall be sufficient and/or (B) Government Securities, the interest on and
principal of which when paid will provide money which, together with the money, if any, deposited with the
Trustee at the same time, shall be sufficient, in the opinion of a Municipality Independent Certified Public
Accountant, to pay when due the Repayment Installments on and prior to the Repayment Installment Dates or
prepayment date thereof, as the case may be, and the prepayment premiums, if any, on such Repayment
Installments, and (3) an Opinion of Counsel is delivered to the Authority and the Trustee to the effect that such
deposit will not adversely affect the tax-exempt status of interest on any Bonds under the Loan Agreement,
provided that the Loan Agreement shall not be discharged and satisfied until all Repayment Installments have
been paid or are deemed to have been paid as provided above.

Non-Liability of Authority; Expenses; Indemnification
Non-Liability of Authority

The Authority shall not be obligated to pay the principal of, or premium, if any, or interest on
the Bonds, or to discharge any other financial liability (including but not limited to financial liability under
provisions of the Loan Agreement concerning Right of Access to the Project) in connection therewith, except
from, and to the extent of payments made by the Municipality under the Loan Agreement or through the State
Intercept provided in Section 67-8727, Idaho Code, as amended. The Municipalities thereby acknowledges that
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the Authority’s sole source of moneys to repay the Bonds will be provided by the payments made by the
Municipality pursuant to the Loan Agreement (excluding payments to the Authority or the Trustee pursuant to
the provisions of the Loan Agreement concerning the Tax Exempt Status of the Bonds and Indemnification), the
State Intercept provided under Section 67-8727, Idaho Code, as amended, and payments from other
participating Municipalities.

Indemnification

The Municipality releases the Authority and the Trustee from, and covenants and agrees that
neither the Authority nor the Trustee shall be liable for, and covenants and agrees, to the extent permitted by
law, to indemnify, defend and hold harmless the Authority and the Trustee and their officers, elected officials,
employees and agents from and against, any and all losses, claims, damages, liabilities or expenses, of every
conceivable kind, character and nature whatsoever arising out of, resulting from or in any way connected with
the Project, or the conditions, occupancy, use, possession, conduct or management of, or work done in or about,
or from the planning, design, acquisition, installation or construction of the Project or any part thereof. The
indemnity of the Trustee required by this section of the Loan Agreement shall be only to the extent that any loss
sustained by the Trustee exceeds the Net Proceeds the Trustee receives from any insurance carried with respect
to the loss sustained.

Miscellaneous

Amendments, Changes and Modifications

Subsequent to the initial issuance of Bonds and prior to their payment in full, or provision for
such payment having been made as provided in the Trust Agreement, the Loan Agreement may be amended,
changed or modified as set forth in the provisions of the Trust Agreement concerning Amendment of the Trust
Agreement and Loan Agreement.
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SUMMARY OF PARTICIPANT LOANS WITH THE IDAHO BOND BANK

(as of October 29, 2008)
% Total
Bond Original Outstanding % of Final FY 2009
Bank Loan Loan Total Maturity FY 2009 Loan

Participant Series Amounts Amounts Loans (FY) Payments Payments Security Pledge
Blackfoot 2004 $ 345,000 $ 205,000 0.17% 2014 $ 45,775 0.74% Sewer System Revenue, Sales Tax Intercept
Buhl 2008C 14,990,000 14,990,000 12.75% 2039 270,551 4.35% Sewer System Revenues, Reserve Fund, Sales Tax Intercept
Buhl 2008C 8,000,000 8,000,000 6.80% 2039 144,382 2.32% Sewer System Revenues, Reserve Fund, Sales Tax Intercept
Caldwell 2006B 3,605,000 3,280,000 2.79% 2019 440,838 7.09% Ad Valorem Property Taxes, Sales Tax Intercept
Caldwell LID 2007B 145,000 135,000 0.11% 2018 15,405 0.25% LID Assessments, LID Guarantee Fund
Cascade 2006B 4,240,000 4,065,000 3.46% 2037 257,663 4.14% Water & Sewer Revenues, Reserve Fund
Coeur d'Alene 2004 3,560,000 2,415,000 2.05% 2016 415,100 6.68% Sewer System Revenue, Sales Tax Intercept
Driggs 2004 1,005,000 810,000 0.69% 2022 87,860 1.41% Sewer System Revenue, Sales Tax Intercept
Driggs 2008D 320,000 320,000 0.27% 2024 4,781 0.08% Assessment Payments, Guarantee Fund
Eagle 2006B 1,935,000 1,635,000 1.39% 2018 224,000 3.60% Ad Valorem Property Taxes, Sales Tax Intercept
Eagle Sewer District 2008A 6,500,000 6,405,000 5.45% 2029 375,616 6.04% Sewer System Revenues, Reserve Fund, Sales Tax Intercept
Gooding 2004 855,000 600,000 0.51% 2019 95,205 1.53% Sewer System Revenue, Sales Tax Intercept
Heyburn 2008A 3,000,000 2,915,000 2.48% 2038 219,956 3.54% Water System Revenue, Reserve Fund
Jerome 2006A 9,000,000 8,310,000 7.07% 2027 676,200 10.88% Sewer System Revenue, Reserve Fund
Jerome (1) | 2008A 4,325,000 4,260,000 3.62% 2028 249,986 4.02% Water System Revenue, Reserve Fund, Sales Tax Intercept
Jerome 2008A 800,000 790,000 0.67% 2029 44,558 0.72% Ad Valorem Property Taxes, Sales Tax Intercept
Joint SD No. 331 (Minidoka) 2008E 4,400,000 4,400,000 3.74% 2028 62,719 1.01% Full Faith and credit and unlimited taxing ability
Kendrick 2008C 370,000 370,000 0.31% 2020 5,851 0.09% Water & Sewer System Revenues, Reserve Fund, Sales Tax Intercept
Ketchum - Water (2) | 2006A 5,810,000 5,530,000 4.70% 2036 349,543 5.62% Water System Revenue, Reserve Fund
Ketchum - Sewer 2006A 1,730,000 1,590,000 1.35% 2026 131,295 2.11% Sewer System Revenue, Reserve Fund
Madison Library District 2008E 3,920,000 3,920,000 3.33% 2028 55,928 0.90% Full Faith and credit and unlimited taxing ability
Madison SD No. 321 2008E 19,500,000 19,500,000 16.58% 2028 280,187 4.51% Full Faith and credit and unlimited taxing ability
McCall 2004 2,780,000 2,385,000 2.03% 2023 235,255 3.78% Sewer System Revenue, Sales Tax Intercept
McCall 2008B 7,095,000 7,095,000 6.03% 2030 261,552 4.21% Sewer System Revenue, Sales Tax Intercept
Orofino 2006A 875,000 650,000 0.55% 2014 144,700 2.33% Water & Sewer Revenues, Reserve Fund, Sales Tax Intercept
Parma 2004 510,000 430,000 0.37% 2023 44,935 0.72% Sewer System Revenue, Sales Tax Intercept
Pocatello 2004 2,015,000 1,245,000 1.06% 2015 260,175 4.18% Sewer System Revenue, Sales Tax Intercept
Sandpoint 2007A 8,700,000 8,445,000 7.18% 2028 606,503 9.75% Sewer System Revenue, Sales Tax Intercept
Teton County 2007A 3,000,000 2,910,000 2.47% 2028 211,163 3.40% Solid Waste System Revenue, Sales Tax Intercept

Totals $ 123,330,000 $117,605,000 100.00% $6,217,680 100.00%

(1) Jerome has two Water System Loans funded from Series 2008A (New money loan - subject to State Intercept, and Refinancing Loan - not subject to State Intercept).
(2) Ketchum has two Water System Loans funded from the 2006A (New money loan and Refunding Loan).
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Selected Information Related to the 2008 E Borrowers

2008 Participant Madison School District Minidoka School District Madison Library District
Loan Amount $19,500,000 $4,400,000 $3,920,000
Purpose The Bond Bank loan will be used | The Bond Bank loan will be used | The Bond Bank loan proceeds will
by the District for the construction | by the District to complete two be used to renovate and expand
and equipping of a new high new construction projects in the the library in Rexburg. The
school, renovations of the existing | District. These include: 1) a new project will include a doubling of
high school and other renovation Acequia Elementary School, and the facility’s size, construction of a
projects. 2) anew Heyburn Elementary community meeting room,
School. expansion of adult reading areas,
construction of a large children’s
area and activity room, and
building a larger teen space.
2000 Census Population 27,467 20,174 27,467
2007 Population Estimate 31,393 19,041 31,393
2004 Median Household $32,569 $33,739 $32,569
Income
% of State Level
80% 83% 80%

Pledged Security
FY 2007 Net Taxable Value

Property Tax Collection Rate
(most recent fiscal year)

Total General Obligation Debt
(including 2008 IBB loan)
State-collected taxes subject to
intercept (Annual)

Full Faith and credit and
unlimited taxing ability
$977,449,277
96.60%
$59,955,000

$21,119,144

Full Faith and credit and
unlimited taxing ability
$943,057,180
97.10%
$26,615,000

$21,080,000

Full Faith and credit and
unlimited taxing ability
$989,234,680
95.75%
$3,920,000

$39,737
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Idaho Legislative Services Office
Legislative Audits Division

State of Idaho

Legislative Services Office IDAHO BOND BANK AUTHORITY

Deon H. Berg, Manager

Individual Entity Audit Report SUMMARY

A comrmunication to the Joint Finance-Appropnations Commiitee

PURPOSE OF AUDIT REPORT

We have audited the financial statements of the Icaho Bond Bank Authority for the fiscal year
ended June 30, 2007, in accordance with auditing standards generally accepted in the United
States of America. The puspose of our audit is to determiae whether the Authority’s financial
slatenicnts a1e materially accurate and reliable, and that it complicd with laws and regulations
affecting fiscal operations.

NC. O
ID A HO B ON D B ANK AUTHORITY &2 conlcdll\igf: II:I the Authority's financial statements are materially accurate and reliabie, and

fiscal opetations matzrially comply with releted laws and regulations. As aresult, weissued an
unqualified opinion on the Authority's financial siatements.

FINDINGS AND RECOMMENDATIONS
FY 2007 There are two findings aud reconunendations in this repost.

1) Material errors existed in the financial statements due to the lack of an accounting
systemn and accounting expertise w :hin the Authority.

2) Costs of salarics and fringe benefits provided by the State Treasurer's Office are not
disclosed in the Authorily's {inancial statements as required.

Report OP15507
Date Issued: May 1, 2008 The complete findings are detailed on pages 7 and R. A copy of the enire report is available at
http/www lepislature.sdalo. gov/audit/index htis, or by calling 208-334-4832.

AGENCY RESPONSE
The State Treasurer's Office has teviewed the report and is i general agreement with its contents.

OTHER INFORMATION
We discussed vitier issues which, if changed, would improve interal control, compliance, and

Serving Idaho's Citizen Legislature elficiency.




Th:s report i interded solely for the infonmation and use of the State of Idaho and the Tdaho
Bond Bank Authority and is not intended 10 be used by anyene other than these specified parties.

We appreciate the ccoperation znd assistance given o us by the execitive director, Liza
Carberry, and her sraft.

ASSIGNED STALF :
Patrick Aggers, CPA, Staff Auditor
April Renfro, CPA. Muanaging Auditor
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Legislative Services Office
~ . report 1> an ntegra: part of an audit performed in accordance with Govermment Auditing
l(‘ah‘) htﬂt(‘ IA('/glslatll r¢ Standards and should bz considered when assessiag the results of cur audy

Serving Idaho’y Citizen Legislature The Auﬂ;orityhas no! presented the Manqgcmenx Discussion and Analysis that the Govermmen:al
Accounting Standards Board has detenmined .s necessaty to supplement, although not requited
10 be part of, the bas.c financial statements,

Jeft Youtz
Director

Sincerely,

April 3, 2008 Ungualhfied Opinion on / . g ”//
Basiv Financial Statenent /) / e
iy Financ aterents /%J/, ; J;;y;Z —

Independent Aud.tor's Report
Don H. Berg, CGFM, Manager
Honorable Ron Crane, Idaho State Treasuter, Chair Legislative Audits Division
Ichn Sandy, Past Chair :
Liza Carberry, Bxecutive Drector

Tdano Bond Bank Authority

304 North 8" Street, Room 208

Boise, ID 83702

Autherity Members and Exccurive Dircctor:

We have aucited the accompanying basic financial statemen:s of the Idaho Bond Bark Authority,
a component unit of the State of Idaho, as of and for the year ended June 30, 2007, as [isted 1t
the table of contents. These financial statements are the responsibility of the Authority’s
managemen:. Our resposibility is 1o express an opinion on these financial statements based on
our audit

We conducted our audit in accordance with auditing standards generally aceepted in the United
- Stawcs of America and t=e Government Auditing Standards, issued by the Comptroller General
of the Uni‘ed States. Those standards require that we plan and perform the audit to obtain
reasonable assurance ak out whather the financial statements are free of material misstatement.
An audit includes exam_.ning, on a test basis, evidence supporting the amounts and disclosures
in the tinancial statemer ts. An audit also mcludes assessing "he accounting principles used and
significant estimates made by management. as well as eva'uating the overall financial statement
preseritation. We belies e that our audit provides a reasorrable basis for our upinion

To our opinion, the finar.cial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activitics of the Autkority as o June 30,
2007, and the respective changes in financial position for the year then ended in contormity with
accounting principles wenerally accepted in the United States of Amenca

In accordance with Government 4uditing Stendards, we have also 1ssued our report dated April
3, 2008 on our consideration of the Commission's internal control over financial reporting and
on our wests of its compliance wita cerlain provisicas of laws, :epulabions, contracts, grant
agreenents, and other wattess. The pupouse of that report is 1o desciibe the scope of our testing
of inteinel control over financral reporting and compliance and the results of that testing, and not
to provide an opinion on tac internal control over financial reporting or on compliance That

1N
Mike Nugent, Manager Cathy olland-Smith, Manager ~ “Don H. Berg, Manager Glenn Harris, Mapager
Research & leg slation Rudget & Policy Analysis Legislative Audits loformation Technology
Statchouse, P.C. Box 83720 Tel: 208-334-2475

Boise, Idaho R3720-0054 www legislature.idaho.gov



STATE OF IDAHO

IDAHO BOND BANK AUTHORTTY
STATEMENT OF NET ASSETS
JUNE S, 2007

ASSETS

Current Asscts
Casli and Cash Equivalents
Tnvestutents
Leans and Notes Rereivable
Deferred Costs
Interest Receivable

‘l atal Current Assets

Noncurrent Assets
Lcans and Notes Recervable
Tetal Noncurrent Assets

Total Assets

LIABILITIES

Current Liabilities
Bonds and Netes Payable
Intorest Payable

Total Cuirent Liabilities

Noncurren: Liabiiities
Bends and Notes Payahle
I'otal Noncurrent 1iatnlit:es

Toral L:abilities

NET ASSETS
Unrestricted
Total Net Assets
Total Liabilities und Net Asses

The accompanyirg rotes are an integral part of these financial stat sments.

01

30

1321
1,614 288
784094
344,782

$2.744 487

315415775

775

$38,160.262

$1,608 472
144782

SL9sas

STATE OF IDAHO

TNAHO BOND BANK AUTHORITY

STATEMENT OF REVENUES, FXPENSES,AND CHANGES IN FUNID N L ASSEFIS
FOR THE FISCAL YEAR ENDELD JUNE 30,200/

OPERATING REVENUES

Intcrest en Loans Receivable §1.34142]
Investment Income 4,509
Grants and Contributions 20,000
Total Operating Revenues $1,365,930

OPFRATING EXPENSES

Interest kxpense $1,345 841
Other Expernse 23,527

68

Total Operating Expenses
QOperating Income 1 Loss)

Change in Net Assets ($4,438)
Total Net Assets  Beginntng of Year. as Restated 5,761
Total Net Assets - End of Year $1,323

i he accompanying notes are an m:ezral pan cof these financial statements.
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STATE OF IDAHO

IDAHD BOND BANK AUTHORITY
SIALEMENT OF CASHFLOWS

TORTHL TISCAL YEAR ENDED JUNT 30, 2(:07

CASB FLOWS FROM OPERATING ACTIVITI
Recapts tom Bonds Issuec
Recepts of Loan Principu’

Recapts of Loan I terest

Receeiptis flom Grants and < ootribuions
Recapts of Invesunent Interest
Reccipts from Dnvesunents
Disbursements of Loars Recevable
Payinents of Bond Pacipal

Payments of Rond nterest
s of Issue Cos™s
Other Payments B
Net Cash Provided (VUsed) hy Uperating Activties

Paynicrs

CASH FLOWS FROM NON-CAPTTAL FINANCING ACTIVITIES
Net Cash Provided (Used) by Noa-Capital Financing Activiries

CASH FLOWS FROM INVESTING ACTIVITIES

Net Cash Provided (Used) by Inveting Activities
Net Incrzase (Decrease) in Cash end Cash Equivalenss
Begiuning Cask, Cash Equivalen's, aind Cash with Treasurer
Ending Cash, Cash Faquivalents, an 1 Cach with Treacurer

Recenat iatton ot Uperatig Income 1Loss) to Net Cash Provided (Used)
by Operating Activities:
Opziating Tncoue (Loss)
Adiustmerts to Reconcile Dperatnz Income to Nat Cash Proviced iLsed)
by Opcrating Activ:tics
Amo
Net Changes in As:
lovestinen's

tioo

anc Laabibties

Interest Rece:vable
Deferred Cnses
Notes Recet - zbic - deterred costs and pramiuims
Interes: Pry ~ole
Net Cash Provided (Usced) by Operating Activitics

S10.188.31L

960,000

1215290

20000

4,50

4.43n
(10,076,135)
(960,000}
(1,220,716)
(112.168)

$0

56

30

(84,438)

{5.467)

4438
(131,592
(195,242)

200,709

The usee npanymg nctes arc an sntegral part of these financial statsments

NOTES TO TIIE FINANCIAL STATEMENTS T'OR
F1sCAL YEAR 2007

NOTLE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

I'he accompanying firancial statcments of the [daho Bond Bank Authoenty have beer preparcd
irc contormity with gencrally aceepted accounting principles (GAAP) as preseribed by the
Govermnmen:al Accounting Standards Board (GASB). The GASR is the standard-setting body
for gavernmental accounting and financial reporting principles. The financial statements are
presented as of and for the year ended June 30, 2007.

A. Reporting Entity

‘I'ne 1daho Bond Bank Authority was created by Ldaho Code, Section 67-X7073, aurhorizing the
Authority to 1ssue bonds to make lozrs tn local pavernmants for infrastructure "The abjectve
of the Authority 13 to abtain lower interest rate and underwriting costs than local govenumnents
cen achieve individuallv. The Author'y is administered by 2 five nember board, of which two
members are appeinted by the governor and three are elected officials.

The Authorily is included as a cornponent unil in the State of Idaho financial statements. The
Auwhority can obligate state sales tax revenue as a source of payment or security for bonds
.ssued, which lrnposes a potential direct financial burden vn the State.

B. Basis of Accounting and Financial Statement Presentativn

The Authority is accounted for and roporicd as a proprietary-type enterprise fund.
Accordingly, the financial statements are presented using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when camed,
and expenses are recorded when a liability is incurred, regardless of the timing of cash flows.

The Authonty has chosen rot to apply all Financial Accounting Standards Board Statements
and Interpretations, Accounting Principles Board Opinions, and Accountirg Research
Bulletins issued alter November 30, 1946,

The Statement of Net Assets presents the Authority's assets and liabilities, with the difterence
reported as net assets  Net assets arc displayed as unrestncted net assets; however,
unrestricted net assets may have constraints or designations placed upon them by
management. which can be unilaterally removed

C. Assets and Liabilities

Cash and Cash Equivalenty
Cash and cash equivalents consist of bank accounts

Loans and Notes Receivable

Loans and Notcs Reccivable consist of loans to local govemments in order to finance
infrastructurc needs.

i1



Bonds and Notes Payable

Bonds ané Notes payatle include bonds 1ssued to make loans to local governuments in erder to
timance infrasimctore needs. Bond premiums, ¢s well as ssuance costs, are deterred and
amortized over the lite of the loan. See Note 2 tor further explanation  the Authonty's
financial starements report tong-term onlipations, such as bonds and notes payable, as
tabilitics, with the portion payzble within twelve snonths desipiaed separately from the
portion payable in more than twelve months

NOTE 2. LONG-TFERM LIABILITIES

Ihe Authority is zuthe rized to issue aud sell revenue honds under provisious of the Idaho
Counstitution, Article VIII, Scetion 2A, and Tdaho Code, Sectons 67-8761 through 67-3725.
The boads are used by the Autherity Lo make loans (o local povernments in order 10 lnasnce
ifiasiauctw e needs. The bonds we linuted obligatious of the Autliotity aud do nol constilite a
debt of the State of [dzho or any of its political subdivisions. Revenue Bonds Series 2004A
wore originally issued in tac amoum of $11,070,000, Series 2006A bonds had an original
issuc amount of $17,41 5.000, and the 2006B issuc, consisting of serics and term bonds, had an
original issuc amount o $9,780,000.

Revenue bond debt service requirements to maturity are as follows:

Fiseal Year

Ending Series 2004\ Series 2006A Serics 20068 Total

June 30 Principal Interest Principal Interest Principal Interest Principal Interest
2008 759,000 42233¢ 535,000 748,938 205,000 444 500 1,590,000 1,615,768
2000 785,000 390308 575,000 726,737 493,000 427,500 1,855,000 1,853,542
2016 802,000 367.530 €10,000 703,038 £20,000 405,931 1,930.00¢ 1,476,499
2011 843,000 630,000 678,238 270,000 389.313 1,745 .00C 1,393,956
2012 883,000 660,000 652,438 565,200 372444 2,110.000 1,308,057
20132017 3,793,000 3,283,000 2.809,388 3,230,300 1,444 259 10,310 00¢ 5,010,932
20132022 1,630,000 3,770,200 2032461 1,599,000 753,334 6,990,000 2,971,623
20232027 135,000 4,520,000 1179318 725,000 §54 K14 5280 000 1687064
20282012 1,315,000 443,363 930,000 349 %55 2,245.000 793,228
20332037 1,290,000 110,475 1,150,000 12271¢ 2,440,000 242,104
Total $9,625,000  $2,751.170  $17,190,000  $10.042,894  §9,780,000  $5,264,77Y $36,595.000  S14,058,843

Interest Rate

250%ta SO0,

4 00% 55 00%

410% ta 5 00%

7 50% tn 5 00%

The reverue bonds are secured by loan payments from local govennuents, investient
eamings on amounts he d by the trustee, and any other moneys received by the Author:ty
designated as revenues  The Seres 2006A bonds are further secured by moreys in the debt
service reserve funds held by each participant. ‘The reserve requirement is equal to the lesser
of 123 percent of the aur.ual debt service, the maximum anaual debt service, or 10 percent of
the criginal issue amouns

The chauges in long term liabilities for the {iscal year ended June 30, 2007, are as follows:

Amounts
Balances at Balances at Due Within

Long-Term Li iti July 1, 2006 Increases Reductions June 38, 2007 One Year
Revenue Dunds - 20044 $10,360,000 ($735,000% $2,625,000 5750,600
Revenue Raads 2006\ 17,415,000 12250003 17,190,000 SI5,000
Revenne Roads - 2005R $9.780,000 9,786,000 305,600
Lora; Kevenue Bonds 214,175,000 $2,780,000 (F950,0000 6,995,000 159,61y
PremiumsDisceunts 733,238 190,989 (L1070, 1,219.157 8472
Total Bonds Payuble 428,508,238 $10,276,989 ($971,070) $37,814,157 $1.608,472

NOTE 3, SUBSEQUENT EVENTS
On November 1, 2007, the Authonty issucd revenuc bonds in the amount of $11,140,000.
Procceds of the bonds wil. be used to make loans to local governments to finance public

capital improvements.
NOTE 4. FUND EQUITY

During fiscal year 2007, additional informarion became availabls that required the restatement
of the beginning net assets.

1he beginning net assets decreased by $37,499 duve to an overstatement of notes receivable in
prior reports

D
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Mike Nugent, Mupager Cathy Holland-Smith, Mmmger“
Research & Legislation Budget & Policy Analysis U q Legislative Audits laformatien Technology

Idaho State Legislature

Serving Idahoy Clligere Legisladure

Jeff Youtz

Director

April 3, 2008 Independent Auditor's Report on Internal Control
Over Fmancial Reporting and on Compliance and

Other Matters Based on an Audit of Financial

Statements Perfonned in Accordance

With Government Auditing Standards

Honorablc Ron Crane, Icaho State Treasurer. Chuir
Johs: Sardy. Past Chair

Liza Curberry, Executive Director

Ideho Bond Bank Author:ty

304 North &" Street, Rocin 208

Boisc, [D 33702

Autherity Members and = xecutive Director:

We have audited he finaric:al stazements of the Idaho Bond Bank Authority s of and for the year
cnded Junc 30, 2007, an2 have issued our report thereon dated April 3, 2008. We conducted our
audit in accordance with 2 aditing standards generally accepted in the United States of Ainerica, and
the standards applicable o financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financiel Reporting

In planning and performin g ouraudit, we considered the Commission's internal control over financial
reporting 1n order to detc mmine our auditing procedures for the purpose of expressing our opinion
on the financial staicmen: s and not for the purpose of expressing an opinion on the effectiveness of
the Commission's internz! control, Accordingly, we do not express an opinion on the effectiveness
of the Commission's internal control.

Our consideration of the internal control was for the limited purpusc described in the preceding
paragraph. and would n::: necessarily identity all deficiencies in internal control tha: might be
significant deficiencies or material weaknesses. However, as discussed below, we identitied certain
deficiencies inimernel ¢ - ntrol that we constder to be sigmficant deficiencies

A control deficiency exisTs when the design or operation of a control does not allow management
or employees, in tae nommal course of performing thewr assigned functions, tu prevent or deteet
misstatements on & iime.- basis. A significant deficiency is a control deficiency that adversely
affects the entity's abilits -o initiate, authorize, record, process, or report Lnancial data reliably in

Don H. Berg, Mauager Glenn Harris, Matager

Statehouse, P.O. Boa 83720
Rolse, Idaho 83720-0054

Tel: 208-334-2475
www.legislature.idabo.goy

accordance with generally accepted aceounting principles such that there 1s more than  remote
likelihood that a misstatement o7 the entity's financial staterents that is more than inconsequential
will not be prevented or detected by the entuty's interual centrol.

We have included two {indings and recornmendations 1n this tepozt, and we cors.der Finding #1 to
be a significant deficiency in internal control over finarcial reporting.

A macrial weakness is a significant doficiency, or combination of significant deficiencies, that
resuits in more than & remote likelthood that a mater:al misstatement of the financial statements will
not be prevented or detected by the entity's interal control. We consider the signilicant deficiency
described in Finding #1 to be a material weakness.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority's financial statements are free

of material misstatement, we performed tests of ils compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a dirset and
material effect on the determination of financial s.atement amounts However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinior. The results of our tests disclosed no instances of norcompliance or other
maters that are required to be reported under Government Auditing Standards.

We noted certain other matters that we have reported to the management of the Authonty in a
separate letter.

This reper: is intended sclely for the information and use of the State of Idaho and the Iéaho Bond
Bank Authority and 1s not intended to be used by anyone other than these specified parties.

Sincercly,

Don H. Berg, CGFM, Murager
Legislative Audits Division




FINDINGS AND
RECOMMENDATIONS

FINDING #1
Moateriu] ertors e
accounting expertise within the Authority.

financial staiements due to the lack of an accounting svstem und

The accounting system used by the Authority consists of spreadsheets compiled at the end of the
fiscal year using data fre m dank statements, bond documents, and loan agreements. This once-a-
year compilation raises the potential for errors and omissions and does not meet the intent of the
Master Trust Agreement, which is the legal agreemert between the Authonity and U.S. Bank as
Trusteeto provide "proper books of record” upon requast. Inzddition, the Authority's procedures
for preparing and review ing firancial statements have inherent internal control weaknesses due
<0 the limited experience and expertise of staff involved.

We deteruned that revenues and expenditures were bota overstatad by $402,840 on the
Statcment of Revenues, Expenses, and, Changes tr Fund Net Assets. which was not detected by
the Authority. Other imisstatements of lesser amounts were also noted, aloag with pricr period
adjustments, which furtner indicate that internal control weaknesses exist in the procedures for
vreparing Jinancial statements.

Although the financial stztements were corrected as a result of the audit, this condition indicates
a rmaterial weakness in contrels tha: we are required 1o disclose in the report. As the activities
anc complexity of the Acthority's accounting grows, additional expertise and a formal accounting
system are reeded to provide accurate financial information and comply with the Master Trust
Agreement.

RECOMMENDATION #1

Werscommend that the Authority implement an ascounting systemn, in accordance with generally
accepted accounting priz ciples. that meets the requirements of the Master Trust Agreement. We
aiso recommend that the Authority seek additional accounting expertise to develop appropriate
:nternal controls and to ensure that fimancial statements are properly prepared.

AGENCY'S CORRECTIVE ACTION PLAN

The Bond Bank Aathority does not have appropriations or staff to maintain an accounting systern
and relies apon the Trustee, US Bank, to prepare and submit the financ:al accounting, and the
State Control.er's Office 0 prepure and submit the financial statements. Until such time that the
State Treasurer is able te hire accounting expertise, the Bord Bark will have to continue to relv
on the Trustee and the S:ate Controller's Office for its accounting services.

[Y
jrh

FINDING #2

Cost of salarics and tringe benetits previded

the Authority's financial statenients as required

Generally accepted accounting principles require that ertities disclose "on-behalf payments” in
their financial statements, which arc identificd as the value of salarics and fringe benetits paid

for by a third party.

Ir: the case of the Bond Bank Auther:ty, the State Treasurer's Office pays all of the salarics and
oercfits for various staff members to provide scrvices to the Authority at no cost. including the
salary and benefit custs of the caceutive dircetor. ITowever, these costs arc not disclosed in the
financial statements as required.

Although the amount is inunateral to the financial statements. a full disclosure is required to
prevent potential misstatements and o comply with gencrally accepting accounting principles.

RECOMMENDATION #2 — We reconunend that the Authority comply with generally accepted
accoanting principles by disclosing in its financial stateren®s the value of on-behalf pavments
made by the State Treasurer's Office

AGENCY'S CORRECTIVE ACTION PLAN
The Stale Tieaswer's Office is now trackdrg all persoune! hours worked on behalf of the Idaho
Bond Bank Authority and will be able o provide this information for the next financial statement.



AGENCY RESPONSF

RON G. CRANE
STATE TREASURER

April Rentro

(208) 334-3200
1208) 332-2960 rAx

STATE OF IDAHO
OFFICE OF THE STATE TREASURER
Room 102 STATCHOUCE
P.O. Box 83720
BoIsE, InAko 83720 0651 March 27, 2008

_egislative Audits

PO Box 83720

Boise, [D 83720 0054

Daar Ms. Renfra,

In reoly to the FY 2007 idaho Bond Bank Authority Audit Reoort, the Treasurer’s Office is in general
agreement with the findings included in the report. Below are our responses to the individual items
addressed in the audit.

Finding #1:

Response:

Finding #2

Response:

Material errors existed in the financial statements due to the lack of an accounting
systern and accounting expert’se within the authority.

The Bond Bank Authority does not have appropriations or staff to mairtain an
accounting system and relies upon the Trustee, US Bank, to prepare and submit the
financial accounting, and the State Controlier's Office to prepare and submit the
financial statements, Until such time that the State Treasurer is able to hire accounting
expertise, the Bond bank will have to continue to rely on the Trustee and The State
Contro{ler’'s Office for its accounting services

Costs of salaries and fringe benefits provided by the State Treasurer’s Office are not
disclosed in the Authority’s financial statements as required.

The State Treasurer’s Office is now tracking all personnel hours worked on behalf of the
Idaho Bond Bank Authority and will be able to provide this information for the next
tinancial statement.

I thank you tor the opportunity to respond to the tind ngs in the audit, and appreciate the etforts of you

and your staff.

Sinccrelz, .

Gl

Ron G. Crane

State Tregsurer
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APPENDIX

HISTORY

The ldaho Bond Bank Authority was cstablished in 2001 by Tdaho Cuode, Title 67, Chuptor §7
Ovganizationally, the Awhority is an indopendent catity that operates within the Oftice of tae
State Treasurer. The Authority, by constitntional amendment, s rehicved from cerain State
consiitutional debt limitations and voter approval requirements

PURPOSE

The purpose of the Authority is to lend moncy to local governments within the Stace, with the
goal of providing funds -or their infrastructure needs and acecss to capital markets at competitive
wterest rates.

ORGANIZATION

The Autliority consists of five members including tae State Treasurer, or his dosignes, serving
as ex officio chairmar, one member of the Serate serving at the pleasurc of the President Pro
Tenwore for a term of two years, one member of the [ouse of Representatives scrving at the
pleasure of the Speaker of the House of Representatives, and two members appointed by the
Governor serving four y ear terms.

FUNDING
I the first session of 20C1, the Legislature passcd Scnatc Bill 1174 creating the Authority.

Using the Authority's pro gram, a municipality obtains a loan from the Authority sccured by cither
the municipality's bond or aloan agreement with the Authority, The Authority pools several loans
o munccipalitics into oae bond issue. The municipalitics then repay the loan, and those
repaviments are used to repay the revenue bonds. The Authority can obtain betzer credit ratings,
more attractive interest rates, and lower underwriting costs than municipalities could achicve
individually, The Autho.tty is adble to pledge certain State funds as additional sceurity tor its
bonds. furtlicr 1educing .nterest costs.

Since 2001, the Authiority has issued $38,265,000 in revenue bonds. The Authority has received
$80,000 in contributions :rom the Office of the State Treasurer to pay for some of the Authority's
administiative capenses. Tn tie first session of 2007, the Legisiature amended Idaho Code, Title
67, Chapter 87, 10 allow or the Office of the Staie Treasurer to pay for the cxpenses beginning
‘i fiscal vear 2008,
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